The Rise and Fall of Bank Control in the United States: 1890-1920. by Miguel Cantillo.
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4Wkhuh kdv ehhq d olyho| ghedwh derxw wkh zd| lq zklfk odujh Dphulfdq frusrudwlrqv
vkrxog eh rujdql}hg dqg rshudwhg1 Dxwkruv vxfk dv Plfkdho Mhqvhq +4<;<, dqg Pdun Urh
+4<<7, dujxh wkdw wkh Dphulfdq jryhuqdqfh vwuxfwxuh 0 zkhuh wrs h{hfxwlyhv lq odujh upv
duh xqdffrxqwdeoh wr zhdn dqg glvshuvhg vkduhkroghuv 0 lv dzhg dqg lq qhhg ri fkdqjh41
Wkhvh zduqlqjv duh qrw qhz= lq 4<65 Dgrosk Ehuoh dqg Jduglqhu Phdqv zhuh douhdg| dlulqj
wkhlu frqfhuqv ri h{fhvvlyh pdqdjhphqw xqdffrxqwdelolw|1 Lq wkh sdvw wzhqw| |hduv/ wklv
frqfhuq kdv ghhshqhg dv Dphulfdq surgxfwlylw| kdv h{shulhqfhg d vljqlfdqw ghfhohudwlrq1
Vrph dwwulexwh wklv vorzgrzq wr/ dprqj rwkhu uhdvrqv/ dq rxwprghg jryhuqdqfh vwuxfwxuh
zklfk xqghuplqhv Dphulfdq frusrudwlrqv1 D ydulhw| ri fdslwdo pdunhw uhirupv kdg ehhq
sursrvhg lq wkh sdvw/ vxfk dv wkh lghd ri fuhdwlqj wkh VHF wr hqvxuh wkh wudqvsduhqf| ri
qdqfldo pdunhwv +Ehuoh dqg Phdqv lq 4<65,1 Vrph uhirup sursrvdov qrzdgd|v lqfoxgh
wkh surprwlrq ri wkh ohyhudjh ex|rxw irup +Mhqvhq4<;<,/ dqg wr frqfhvvlrq ri pruh srzhu
wr lqvwlwxwlrqdo lqyhvwruv +Urh 4<<7,1
D fuxfldo srlqw lq wklv ghedwh lv wr duwlfxodwh wkh hfrqrplf mxvwlfdwlrq iru frusrudwh
jryhuqdqfh dv sudfwlfhg lq frqwhpsrudu| Dphulfdq upv1 Lq sduwlfxodu/ zk| duh pdq0
djhuv vr xqdffrxqwdeoh wr vkduhkroghuvB Zk| duh erdugv ri gluhfwruv lq wkh odujhvw X1V1
frusrudwlrqv vr zhdnB Rqh zd| ri dqvzhulqj wkhvh txhvwlrqv lv e| vwxg|lqj wkh klvwrulfdo
hyroxwlrq ri Dphulfdq jryhuqdqfh1 Fkdqgohu +4<::, kdv xvhg wklv dssurdfk wr dqdo|}h wkh
vhsdudwlrq ri rzqhuvkls dqg frqwuro/ exw rqo| dv lw uhodwhv wr wkh hphujhqfh ri surihvvlrqdo
pdqdjhuv lq wkh Xqlwhg Vwdwhv1 Wkh hyroxwlrq ri jryhuqdqfh ehwzhhq 4;83 dqg 4<47 zloo
eh wkh pdlq irfxv ri wklv duwlfoh> L zloo dujxh wkdw wkh dqvzhu iru wkh h{fhvvlyh vhsdudwlrq
ri rzqhuvkls dqg frqwuro olhv lq wkrvh |hduv1
P| dqdo|vlv ehjlqv lq 4;831 E| wklv wlph/ vhyhudo lqyhqwlrqv vxfk dv wkh whohjudsk/ wkh
vwhdp hqjlqh dqg d qxpehu ri surgxfwlrq surfhvvhv kdg pdgh lw hfrqrplfdoo| hflhqw
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5wr fuhdwh odujh/ frpsoh{ rujdql}dwlrqv1 Odujh udlourdg frpsdqlhv hphujhg lq wkh 4;83v/
dqg ydvw lqgxvwuldo upv durvh lq wkh 4;;3v1 Wkh vl}h dqg lqyhvwphqw qhhgv ri wkhvh
qhz frusrudwlrqv zhuh xqsuhfhghqwhg1 Wkhvh upv kdg vxfk lqwulfdwh surgxfwlrq dqg
glvwulexwlrq surfhvvhv wkdw wkh| qhhghg surihvvlrqdo pdqdjhuv wr uxq wkhp/ dv Fkdqgohu
+4<::/4<;7, grfxphqwv1 Surihvvlrqdo pdqdjhuv zlwk wkh vnloov dqg wdohqw wr uxq wkhvh odujh
upv w|slfdoo| glg qrw kdyh wkh zhdowk ru ulvn wrohudqfh wr rzq d frqwuroolqj vkduh ri wkh
frusrudwlrqv wkh| udq1 Wkxv/ gd|0wr0gd| rshudwlrqv zhuh ghohjdwhg hduo| rq wr pdqdjhuv
zlwk olwwoh ru qr rzqhuvkls vwdnh lq wkh upv wkh| udq1 Qhyhuwkhohvv/ wklv rshudwlyh
vhsdudwlrq glg qrw phdq wkdw rzqhuv zhuh srzhuohvv1 Lq wkhlu hduolhu vwdjhv/ udlourdgv
dqg lqgxvwuldo upv zhuh wljkwo| frqwuroohg e| d ihz vkduhkroghuv1 Wkhvh vkduhkroghuv
prqlwruhg dqg kluhg vdodulhg pdqdjhuv/ dqg frqwuroohg wkh orqj whup ghflvlrqv dhfwlqj
wkhlu frusrudwlrqv1
Wkh olqn ri rzqhuvkls dqg frqwuro zdv wudqviruphg zkhq udlourdgv dqg lqgxvwuldo
frpsdqlhv irxqg lw dgydqwdjhrxv wr phujh/ ru zkhq kdugvkls eurxjkw edqnuxswf|1 Wkh
phujhu pryhphqw dqg wkh ghsuhvvlrq lq wkh 4;<3v jdyh ulvh wr qdqfldo fdslwdolvp/ d qhz
jryhuqdqfh sdudgljp lq wkh Xqlwhg Vwdwhv1 Edqnv vxfk dv M1S1 Prujdq ehjdq wr wdnh
vhdwv lq wkh erdug ri gluhfwruv ri udlourdgv dqg odujh lqgxvwuldo upv/ h{huflvlqj hhfwlyh
vxuyhloodqfh ryhu h{hfxwlyhv1 Ilqdqfldo fdslwdolvp 0 dw lwv shdn ehwzhhq 4;<3 dqg 4<47 0
ehjdq wr zdqh durxqg wkh wlph ri Zruog Zdu L/ dqg doo exw glvdsshduhg e| Zruog Zdu
LL1 Ilupv wrrn wkhq wkh frusrudwh jryhuqdqfh vwuxfwxuh wkdw zh uhfrjql}h qrzdgd|v/ zlwk
vfdwwhuhg vkduhkroghuv/ dqg vwurqj wrs pdqdjhuv1 Vxevhtxhqw ghyhorsphqwv zhuh qrwklqj
pruh wkdq wkh orjlfdo frqfoxvlrq ri wkh hyhqwv wkdw wrrn sodfh dw wkh ehjlqqlqj ri wkh
wzhqwlhwk fhqwxu| lq wkh Xqlwhg Vwdwhv1
Zkdw zdv wkh fdxvh iru wkh ghplvh ri qdqfldo fdslwdolvpB Rqh rslqlrq 0 khog e|
Fkdqgohu 0 lv wkdw wkh fxuuhqw jryhuqdqfh vwuxfwxuh lq wkh Xqlwhg Vwdwhv lv wkh uhvxow ri
hfrqrplf irufhv/ zkhuh wkh ehqhwv ri frqfhqwudwhg rzqhuvkls ihoo ehorz wkhlu frvwv1 L zloo
6dujxh 0 zlwk Urh +4<<7,/ Mhqvhq +4<;<,/ dqg GhOrqj +4<<4, 0 wkdw qdqfldo fdslwdolvp
zrxog kdyh uhpdlqhg lq sodfh kdg lw qrw ehhq iru d srolwlfdo uhdfwlrq wkdw ehjdq lq 4<431
Wklv uhdfwlrq zdv ohg e| shrsoh vxfk dv Orxlv Eudqghlv/ zkr vxvshfwhg wkdw edqn frqwuro
zdv vlpso| d zd| wr surprwh lqgxvwuldo fduwhov1 L zloo dujxh wkdw wkhvh frqfhuqv zhuh
sduwldoo|/ exw rqo| sduwldoo|/ fruuhfw> ixuwkhupruh/ L zloo dujxh wkdw dqwlwuxvw vhqwlphqw
fdq h{sodlq zk| dfwlyh lqvwlwxwlrqdo lqyhvwruv glvdsshduhg iurp frusrudwh erdugv e| wkh
4<73v1
Wkh sdshu*v od|rxw lv dv iroorzv= vhfwlrq 4 glvfxvvhv wkh frvwv dqg ehqhwv ri frqfhq0
wudwhg rzqhuvkls/ dqg wkh glhuhqw rslqlrqv rq wkh qdwxuh ri wkh vhsdudwlrq ri rzqhuvkls
dqg frqwuro lq wkh Xqlwhg Vwdwhv1 Vhfwlrq 5 ghvfulehv wkh dgyhqw ri wkh uvw odujh frusr0
udwlrqv/ zklfk zkhuh wljkwo| frqwuroohg e| hqwuhsuhqhxuv1 Vhfwlrq 6 dqdo|}hv wkh ulvh ri
Dphulfdq qdqfldo fdslwdolvp lq wkh 4;<3v1 Wklv vhfwlrq glvfxvvhv krz edqnv ehfdph d
grplqdwlqj irufh lq erdugv ri gluhfwruv1 Vhfwlrq 7 ghvfulehv wkh ghfolqh ri edqn frqwuro
ri lqgxvwuldo upv dqg udlourdgv1 Wklv vhfwlrq txdqwlhv wkh ehqhwv 0 ru frvwv 0 ri edqn
frqwuro/ e| vwxg|lqj wkh vwrfn pdunhw lpsdfw wr M1S1 Prujdq ) Fr1*v vxusulvh dqqrxqfh0
phqw ri uhvljqdwlrq iurp 63 erdugv rq Mdqxdu| 5/ 4<471 L qg wkdw wkh upv wkdw Prujdq
dedqgrqhg ihoo lq ydoxh e| derxw : shufhqw1 L dovr qg hylghqfh wkdw sduw ri wklv h{wud
ydoxh zdv fuhdwhg wkurxjk fduwhol}dwlrq1 Wkh sdshu frqfoxghv zlwk ixuwkhu txhvwlrqv dqg
dqdo|vlv1
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Wklv vhfwlrq dqdo|}hv wkh frvwv dqg ehqhwv ri frqfhqwudwhg rzqhuvkls dqg h{sodlqv zk|
d grplqdqw vkduhkroghu pljkw uholqtxlvk srzhu wr pdqdjhuv1
Frvwv ri frqfhqwudwhg rzqhuvkls1 Dq lqyhvwru pxvw krog d glvsursruwlrqdwh dprxqw ri
d up*v vwrfn wr frqwuro lw> iru wklv uhdvrq/ grplqdqw vkduhkroghuv* zhdowk zloo riwhq eh
srruo| glyhuvlhg dqg looltxlg1 Ehuoh dqg Phdqv +4<65, dujxh wkdw d vwurqj erqg ehwzhhq
7sk|vlfdo surshuw| dqg lwv rzqhuv pdnhv dvvhwv looltxlg/ dqg wkdw wklv kdv d uhdo hfrqrplf
frvw1 Lq frqwudvw/ pruh oltxlglw| lpsuryhv wkh ydoxh ri dq dvvhw/ exw lw dovr zhdnhqv wkh
erqg ehwzhhq sk|vlfdo surshuw| dqg lwv rzqhu1
Ehqhwv ri frqfhqwudwhg rzqhuvkls= frqfhqwudwhg rzqhuvkls doorzv d grplqdqw vkduh0
kroghu wr kluh/ uh/ dqg ryhuvhh pdqdjhuv/ zkhqhyhu wklv lv lq wkh vkduhkroghuv* ehvw
lqwhuhvw1 Vkohlihu dqg Ylvkq| +4<;9, vkrz wkdw d odujh vkduhkroghu lv dovr dq hhfwlyh lq0
vwuxphqw wr glvflsolqh pdqdjhuv e| pdnlqj wdnhryhu elgv pruh olnho| wr vxffhhg1 Lq wkhlu
dqdo|vlv/ Vkohlihu dqg Ylvkq| vkrz wkdw wkh h{lvwhqfh ri d odujh vkduhkroghu ohvvhqv iuhh
ulghu sureohpv gxulqj wdnhryhu elgv/ doorzlqj udlghuv zlwk ehwwhu pdqdjhphqw sursrvdov
wr uxq wkh up1
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Vrph vfkroduv krog wkdw wkh vhsdudwlrq ri rzqhuvkls dqg frqwuro lv d udwlrqdo ghflvlrq/
vlqfh wkh frvwv ri frqfhqwudwhg rzqhuvkls ri odujh upv rxwzhljk wkh ehqhwv1
Fkdqgohu +4<::/4<;7, dujxhv wkdw frqfhqwudwhg rzqhuvkls |lhogv olplwhg ehqhwv lq
frpsoh{ upv> wklv lv ehfdxvh pdqdjhuv lq odujh frpsdqlhv duh wkh rqo| hfrqrplfdo vrxufh
ri lqirupdwlrq wr rxwvlghuv> iru wklv uhdvrq pdqdjhuv fdq sdudo|}h rxwvlgh gluhfwruv zkhq0
hyhu lw vxlwv wkhp1 Hyhq li pdqdjhuv glvforvhg lqirupdwlrq wr rxwvlgh gluhfwruv/ wkh odwwhu
pd| qrw kdyh wkh wlph ru wkh delolw| wr gljhvw wklv gdwd1 Fkdqgohu*v vhfrqg dujxphqw
lv wkdw wkh ehqhwv ri vkduhkroghu ryhuvljkw duh olplwhg vlqfh rxwvlgh erdug phpehuv duh
uduho| deoh wr sursrvh frqvwuxfwlyh lqlwldwlyhv> Fkdqgohu eholhyhv wkdw d yhwr srzhu kdv
olwwoh ydoxh1 Ilqdoo|/ rqh fdq dujxh wkdw pdqdjhuldo dqg vkduhkroghu lqfhqwlyhv pd| dfwx0
doo| eh zhoo doljqhg1 Lq sduwlfxodu/ Kropvwurp +4<;5, kdv vkrzq krz pdqdjhuldo fduhhu
frqfhuqv pd| pdnh h{hfxwlyhv ohvv olnho| wr ehkdyh rssruwxqlvwlfdoo| ru wr vklun1
Ehuoh dqg Phdqv +4<65, eholhyh wkdw dowkrxjk wkh djhqf| frvwv ri qrw kdylqj hhfwlyh
pdqdjhu ryhuvljkw duh odujh/ wkh ehqhwv iurp kdylqj oltxlg vkduhv duh juhdwhu1
8Dowkrxjk Mhqvhq +4<;<, dujxhv wkdw wkhuh lv wrr pxfk vhsdudwlrq ri rzqhuvkls dqg
frqwuro/ kh dovr eholhyhv wkdw wkhuh duh zd|v wr uhphg| wklv1 Lq Mhqvhq*v ylhz/ d up fdq
lqfuhdvh lwv ghew wr wdnh dzd| iuhh fdvk rz iurp pdqdjhuv* kdqgv1 Iru Mhqvhq*v ryhudoo
dujxphqw wr eh frqvlvwhqw/ ohyhudjh fdqqrw ixoo| vroyh doo djhqf| sureohpv> wklv lv ehfdxvh
ghew surgxfhv kdupixo vlgh hhfwv vxfk qdqfldo glvwuhvv1 Xqiruwxqdwho|/ wkhuh grhv qrw
|hw h{lvw d frqvhqvxv dprqj hfrqrplvwv derxw wkh pdjqlwxgh dqg qdwxuh ri wkh frvwv ri
qdqfldo glvwuhvv1
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Mhqvhq +4<;<, dqg Urh +4<<3/ 4<<7, eholhyh wkdw frqwhpsrudu| Dphulfdq jryhuqdqfh lv
qrw wkh uhvxow ri xqfrqvwudlqhg ydoxh pd{lpl}dwlrq/ dqg wkdw wkhuh lv wrr pxfk vhsdudwlrq
ri rzqhuvkls dqg frqwuro1 Wkhvh dxwkruv dujxh wkdw wkhuh duh vxshulru jryhuqdqfh vwuxf0
wxuhv zklfk duh h{wuhpho| uhvwulfwhg lq wkh Xqlwhg Vwdwhv iru srolwlfdo uhdvrqv1 Lq Urh*v
dowhuqdwlyh jryhuqdqfh v|vwhp/ lqglylgxdov ex| frusrudwh vkduhv wkurxjk d qdqfldo lqwhu0
phgldu| zkr vshfldol}hv lq ryhuvhhlqj pdqdjhphqw1 Wklv lqvwlwxwlrqdo lqyhvwru fdq wkhq
yrwh lwv folhqwv* vkduhv dw erdug phhwlqjv> pruhryhu/ lw fdq glyhuvli| lglrv|qfudwlf ulvnv e|
frqwuroolqj vhyhudo upv dw d wlph> wklv zloo uhgxfh djhqf| frvwv ehwzhhq wkh lqwhuphgldu|
dqg lwv folhqwv1 Vlqfh lqvwlwxwlrqdo lqyhvwru frqwuro doorzv lqglylgxdov wr glyhuvli| wkhlu
zhdowk/ wklv jryhuqdqfh phfkdqlvp uhgxfhv wkh frvwv ri frqfhqwudwhg rzqhuvkls zlwkrxw
jlylqj xs wkh dgydqwdjhv ri pdqdjhuldo vxshuylvlrq1
D srvvleoh wkhruhwlfdo mxvwlfdwlrq iru dq htxlw| lqwhuphgldu| lv irxqg lq Kropvwurp
dqg Wluroh +4<<7,1 Lq wkhlu vhwxs/ dq hqwuhsuhqhxu fdq dssurdfk d cjhqhulf* ru d cprqlwru0
lqj* lqyhvwru iru ixqgv1 D prqlwrulqj lqyhvwru zloo dozd|v ohqg lq frdolwlrq zlwk jhqhulf
lqyhvwruv/ dqg iru wklv uhdvrq lv fdoohg d cfhuwlhu1* Fhuwlhg qdqflqj lv olplwhg ehfdxvh
wkh prqlwru kdv wr eh frpshqvdwhg iru wkh wlph dqg hruw qhhghg wr frqwuro hqwuhsuhqhxuv1
Dq lpsruwdqw hohphqw lq Kropvwurp dqg Wluroh*v duwlfoh lv wkdw wkh lqvwlwxwlrqdo lqyhvwru
9pxvw kdyh d vwdnh lq wkh up lw prqlwruv> wklv lqyhvwru wkhq uhvhpeohv d yhqwxuh fdslwdolvw
ru d ohdg lqyhvwphqw edqnhu zkr fhuwlhv wkh ydoxh ri d up dqg lv vrphwlphv lqyroyhg lq
lwv rshudwlrqv1 Wklv duudqjhphqw zdv xvhg e| Dphulfdq sulydwh edqnv dw wkh wxuq ri wkh
fhqwxu| dqg e| Jhupdq edqnv suhvhqwo|1
Pdun Urh +4<<3, dujxhv wkdw srolwlfdo frqvwudlqwv kdyh suhyhqwhg Dphulfdq lqvwlwx0
wlrqdo lqyhvwruv iurp ehfrplqj dfwlyh vkduhkroghuv1 Wkhvh frqvwudlqwv zhuh hvwdeolvkhg
ehfdxvh Dphulfdqv plvwuxvwhg qdqfldo frqfhqwudwlrq/ dqg udwlrqdoo| ihduhg wkdw lqwhu0
phgldulhv zrxog grplqdwh frusrudwh erdugv wr hqfrxudjh frooxvlrq1
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Udlourdgv/ wkh uvw odujh upv lq wkh Xqlwhg Vwdwhv/ kdg dq hqruprxv lpsdfw lq wkh zd|
rwkhu Dphulfdq exvlqhvvhv zhuh qdqfhg dqg rujdql}hg51 Wkh uvw udlourdgv zhuh exlow
lq wkh 4;63v wr frqqhfw qhljkerulqj wrzqvklsv1 Lq 4;7< wkhuh zhuh derxw :/333 plohv ri
udlourdgv lq wkh Xqlwhg Vwdwhv1 D frqvwuxfwlrq errp wrrn sodfh dw wklv wlph/ vr wkdw e|
4;93 wkh udlourdg wudfndjh kdg pruh wkdq txdguxsohg/ wr derxw 63/333 plohv1 E| wkh
4;:3v wudfndjh kdg ulvhq wr :3/333 plohv/ dqg e| 4<33v lw kdg ohyhohg r dw derxw 533/333
plohv61
Mxgjlqj e| sdvw vwdqgdugv/ wkh vl}h ri udlourdg frpsdqlhv pxvw kdyh ehhq vwdjjhulqj=
lq wkh plg 4;83v wkh irxu odujhvw udlourdgv kdg fdslwdol}dwlrqv udqjlqj iurp '43 ploolrq
wr '68 ploolrq> e| frpsdulvrq/ wkh odujhvw frqwhpsrudu| lqgxvwuldo upv 0 wh{wlohv 0 kdg
fdslwdol}dwlrqv ri '4 ploolrq1 Udlourdgv ghpdqghg kxjh lqyhvwphqwv qrw rqo| wr frqvwuxfw
exw dovr wr pdlqwdlq wkhlu urdgehg dqg udlo olqhv1 Ehwzhhq 4;83 dqg 4;8</ dq xqsuhfh0
ghqwhg ':33 ploolrq lq vhfxulwlhv zdv udlvhg lq Qhz \run dqg Orqgrq wr qdqfh udlourdg
26Lh @ _i|@￿*i_ @ttitt4i?| Lu |￿i ￿4TLh|@?Ui Lu h@￿*hL@_t ￿? ￿4ih￿U@? ￿?@?Ui @?_ ￿? |￿i Uhi@|￿L? Lu
ThLuitt￿L?@* 4@?@}ihtc tii ￿￿@?_*ih E￿b..￿c H￿￿2fD @?_ ￿@hLttL E￿bH.￿c 2￿b￿2.￿￿
￿N￿5￿ ￿i?t￿t E￿b.D￿c .￿￿￿ .￿e￿
:frqvwuxfwlrq171
Qlqhwhhqwk fhqwxu| lqyhvwruv uhjdughg udlourdgv/ qrw lqgxvwuldo upv/ dv wkh vdihvw
frusrudwh lqyhvwphqw1 Lqgxvwuldo frpsdqlhv zrxog hphujh dv pdmru pdunhw sod|huv rqo|
lq wkh wzhqwlhwk fhqwxu|1 Ehwzhhq 4;83 dqg 4;<3 udlourdg surmhfwv zhuh qdqfhg doprvw
h{foxvlyho| zlwk frqyhuwleoh dqg vwudljkw erqgv1 Pruh lqiuhtxhqwo|/ udlourdg frpsdqlhv
lvvxhg frpprq dqg suhihuuhg vwrfn/ zklfk uhpdlqhg lq wkh kdqgv ri forvh iulhqgv dqg
dvvrfldwhv81 Vwrfn zdv dovr xvhg wr frpshqvdwh udlourdg frqwudfwruv dqg lqyhvwphqw edqnv/
zkr zrxog odwhu uhvhoo wkhlu vkduhv91 Vlqfh Hxurshdq lqyhvwruv suhihuuhg wr ex| frusrudwh
erqgv/ prvw htxlw| lqvwuxphqwv uhpdlqhg lq wkh Xqlwhg Vwdwhv> wklv h{sodlqv zk| wkh Qhz
\run Vwrfn H{fkdqjh kdg d idlu htxlw| yroxph e| wkh 4;83v1
Vhyhudo whfkqrorjlfdo dqg hfrqrplf ghyhorsphqwv wudqviruphg wkh udlourdg lqgxvwu|
gudpdwlfdoo|1 E| wkh 4;:3v/ udlourdg olqhv dqg htxlsphqw ehfdph vwdqgdugl}hg/ dqg frq0
qhfwlrqv ehwzhhq glhuhqw udlourdg vlwhv zhuh rshqhg wr uhgxfh wkh qxpehu ri wudqvvkls0
phqwv1 D w|slfdo udlourdg rzqhg d ihz kxqguhg plohv ri wudfn/ vr lw qhhghg wr frrshudwh
zlwk rwkhu udlourdgv wr vhfxuh wudf1 Wkh qhhg iru d kljk wudf yroxph jhqhudwhg uxwkohvv
sulfh zduv/ zklfk ehfdph d vwdqgdug ihdwxuh ri wkh udlourdg lqgxvwu| iru wzhqw| |hduv:1
Lq hvvhqfh/ udlourdgv kdg wkh hfrqrplfv ri d sxeolf xwlolw| +kljk {hg frvwv/ orz pdujlqdo
frvwv,/ zklfk lpsolhg wkdw pdujlqdo frvw sulflqj zdv xqsurwdeoh1 Qhyhuwkhohvv/ frpshwl0
wlrq pdgh lw lpsrvvleoh iru udlourdgv wr ghyldwh iurp pdujlqdo sulflqj1 Udlourdgv wulhg wr
fduwhol}h wr dyrlg orvvhv/ exw wklv zdv d idloxuh1 E| wkh 4;<3v/ sulfh {lqj dvvrfldwlrqv kdg
ehfrph loohjdo xqghu wkh Vkhupdq Dqwlwuxvw Dfw/ vr udlourdgv ghflghg wr phujh1 Udlourdg
phujhuv zhuh frqvxppdwhg wr dvvxuh d kljk dqg vwdeoh rz ri sdvvhqjhuv dqg fdujr dfurvv
wkh up*v idflolwlhv/ dqg wr dyrlg sulfh zduv;1
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;Iurp hduo| rq/ udlourdgv zhuh rshudwhg e| surihvvlrqdo pdqdjhuv/ zkr frruglqdwhg
wudf rzv/ shuiruphg ghwdlohg frvw vwxglhv/ dqg dvvhvvhg wkh lqyhvwphqw qhhgv ri wkhlu
frusrudwlrq<1 Pdqdjhuv dqg vkduhkroghuv* lqwhuhvwv ehjdq wr frqlfw hduo| lq udlourdg
klvwru|1 H{hfxwlyhv sul}hg wkh orqj whup khdowk dqg vxuylydo ri wkh up wkh| udq1 Wkxv/
pdqdjhuv wulhg wr uhgxfh vwrfn glylghqgv wr ohdyh d vdih fdvk fxvklrq iru wkh up1 Vdodulhg
h{hfxwlyhv zhuh dovr djjuhvvlyh lq wkhlu fdslwdo h{shqglwxuhv/ wr dvvxuh wkh orqj whup
vxuylydo ri wkhlu upv1 Wkhvh pdqdjhuldo dfwlylwlhv zhuh rssrvhg e| vkduhkroghuv/ zkr
vrxjkw kljk glylghqgv dqg orz fdslwdo rxwod|v431 Zkhqhyhu vkduhkroghuv kdg d grplqdqw
erdug srvlwlrq/ dqg ehiruh wkh 4;<3v wklv zdv wkh uxoh udwkhu wkdq wkh h{fhswlrq/ wkh|
zrxog yhwr xqzduudqwhg glylghqg uhgxfwlrqv ru iduihwfkhg lqyhvwphqw sodqv441
Odujh pdqxidfwxulqj frusrudwlrqv hphujhg lq wkh 4;;3v lq lqgxvwulhv zlwk lpsruwdqw
hfrqrplhv ri vfdoh dqg vshhg1 Wkhvh jldqw frusrudwlrqv vshfldol}hg frqvxphu jrrgv/ vxfk
dv irrg dqg hohfwulf dssoldqfhv1 Fkdqgohu dujxhv wkdw wkhvh upv ehfdph xqvwrssdeoh rqfh
wkh| frpelqhg pdvv surgxfwlrq zlwk pdvv glvwulexwlrq451 Dv zlwk udlourdgv/ lqgxvwuldo
upv kluhg surihvvlrqdo pdqdjhuv1 Wkhvh lqgxvwuldo upv jhqhudwhg kxjh fdvk rzv/
zklfk zhuh hqrxjk wr fryhu wkhlu lqyhvwphqw qhhgv1 Khqfh/ prvw ri wkhvh odujh lqgxvwuldo
frusrudwlrqv uhpdlqhg wljkwo| frqwuroohg iru d orqj wlph1 Fkdqgohu h{sodlqv=
^Qrqh ri wkh qhz hqwhusulvhv` qhhghg wr jr wr wkh fdslwdo pdunhwv iru ixqgv
wr qdqfh wkh h{sdqvlrq wkdw vr txlfno| sodfhg wkhp dprqj wkh odujhvw exvl0
qhvv hqwhusulvhv lq wkh zruog1 Iru wklv uhdvrq wkh hqwuhsuhqhxuv/ wkhlu idplolhv/
dqg wkh dvvrfldwhv zkr fuhdwhg wkhvh hqwhusulvhv frqwlqxhg wr frqwuro wkhp1
Wkh| shuvrqdoo| khog qhduo| doo wkh yrwlqj vwrfn lq d frpsdq|1 Wkxv/ dowkrxjk
gd|0wr0gd| rshudwlrqv kdg wr eh wxuqhg ryhu wr ixoo0wlph vdodulhg pdqdjhuv/
orqj whup ghflvlrqv dv wr lqyhvwphqw/ doorfdwlrq ri ixqgv/ dqg pdqdjhuldo uh0
fuxlwphqw uhpdlqhg frqfhqwudwhg lq wkh kdqgv ri d vpdoo qxpehu ri rzqhuv46
Ehfdxvh ri wkhlu lqyhvwphqw qhhgv/ d ihz lqgxvwuldo upv vxfk dv Jhqhudo Hohfwulf dqg
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<Zhvwlqjkrxvh kdg wr uho| rq rxwvlgh qdqflqj khdylo|1 Wkhvh upv zhuh dovr wkh uvw
lqgxvwuldo frusrudwlrqv wr ehfrph edqn frqwuroohg471
 +iLh}@?3@|L?t @?_ @?! L?|hL*G Hbfbf
Ehiruh 4;<3/ prvw udlourdgv dqg lqgxvwuldo upv zhuh forvho| khog e| idplolhv ru vpdoo
jurxsv ri lqyhvwruv1 Zlwklq wzr ghfdghv Dphulfdq jryhuqdqfh zdv wudqviruphg e| pdv0
vlyh uhrujdql}dwlrqv dqg phujhuv/ zklfk doorzhg edqnv wr frqwuro pdq| udlourdgv dqg lq0
gxvwuldov1 Wkh edqnhuv* wrrov iru frqwuro zhuh wkh yrwlqj wuxvwv ru erdug uhsuhvhqwdwlrqv1
Hyhq wkrxjk edqnv kdg wdnhq d idluo| dfwlyh uroh vlqfh 4;98/ dqg yrwlqj wuxvwv kdg h{lvwhg
vlqfh wkh 4;:3v/ lw zdv qrw xqwlo wkh Vkhupdq Dqwlwuxvw Dfw dqg wkh hfrqrplf froodsvh lq
4;<6 wkdw wkhvh wzr hohphqwv ehfdph wuxo| surplqhqw1 Wkh prvw lpsruwdqw uhrujdql}huv
zhuh M1S1 Prujdq ) Fr1 dqg Nxkq Orhe> wkhvh zhuh sulydwh edqnv rujdql}hg dv sduw0
qhuvklsv dqg qrw vxemhfw wr jryhuqphqw uhjxodwlrq1 Sulydwh edqnv sod|hg d wulsoh uroh dv
lqyhvwphqw edqnhuv/ frpphufldo ohqghuv dqg dfwlylvw lqvwlwxwlrqdo lqyhvwruv481 Wkhuh zhuh
rwkhu lpsruwdqw uhrujdql}huv vxfk dv wkh Iluvw Qdwlrqdo Edqn/ wkh Qdwlrqdo Flw| Edqn/
Hgzdug Kduulpdq dqg Mdphv Kloo1 Frusrudwh uhrujdql}huv zhuh fdoohg wr uhvfxh upv lq
ghhs qdqfldo glvwuhvv/ ru wr lpsohphqw jljdqwlf phujhuv/ dv zloo eh ghwdlohg ehorz1
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E| wkh hduo| 4;<3v lw ehfdph hylghqw wkdw wkh txlow ri vpdoo udlourdgv zhuh xqdeoh dyrlg
sulfh zduv wkurxjk fduwhov1 Udlourdg h{hfxwlyhv dqg edqnv ehfdph dzduh wkdw wkh rqo| zd|
wr vwrs sulfh zduv zdv wr lqwhjudwh wkh udlourdg lqgxvwu| lqwr d ihz jurxsv491 Lqlwldoo|/
wkhvh phujhuv phw olwwoh remhfwlrq hyhq iurp surjuhvvlyh srolwlfldqv vxfk dv Wkhrgruh
Urrvhyhow1 Phujhuv glg qrw qhfhvvdulo| lpso| wkdw udlourdgv +ru lqgxvwuldo frpsdqlhv, kdg
wr fkdqjh wkhlu jryhuqdqfh vwuxfwxuh1 Fkdqgohu uhpdunv=
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43Wkrvh upv wkdw lqlwldoo| ehfdph odujh wkurxjk lqwhuqdo h{sdqvlrq frqwlq0
xhg wr kdyh wkh vwrfn rzqhuvkls forvho| khog e| wkh irxqghu/ d ihz dvvrfldwhv/
dqg wkhlu idplolhv1 Rq wkh rwkhu kdqg/ wkh vdoh ri vhfxulwlhv wr surylgh {hg
dqg zrunlqj fdslwdo iru wkh qhz phujhuv ixuwkhu vsuhdg wkh rzqhuvkls ri fds0
lwdo vwrfn/ zklfk wkh irupdwlrq ri wkh phujhu kdg douhdg| ehjxq wr glvshuvh1
Wrs h{hfxwlyhv lq wkh fhqwudo rfh ri wkh uvw w|sh ^ri upv` zhuh qhduo| do0
zd|v pdmru vwrfnkroghuv ru shuvrqdoo| forvh wr vxfk vwrfnkroghuv> exw wkrvh lq
wkh vhfrqg w|sh ehfdph vdodulhg pdqdjhuv zkr khog rqo| d vpdoo dprxqw ri
wkh wrwdo vwrfn dqg kdg olwwoh shuvrqdo dftxdlqwdqfh zlwk wkh vfdwwhuhg rzqhuv
4:
Yrwlqj wuxvwv zhuh xvhg zkhq qr phujlqj sduw| zdv deoh wr ex| wkh vkduhv iurp wkh
rwkhu up/ ru zkhq rqh ri wkh sduwlhv zdv xqzloolqj wr vhoo wkhlu vkduhv wr d iruphu exvl0
qhvv ulydo4;1 Wkh phujhu pryhphqw lq wkh Xqlwhg Vwdwhv ehjdq lq hduqhvw lq 4;<3 diwhu
wkh Vxsuhph Frxuw lqwhusuhwhg wkh Vkhupdq Dfw dv iruelgglqj fduwhov exw qrw krul}rqwdo
phujhuv1 Wkh phujhu pryhphqw hqghg lq 4<36/ zkhq wkh Vxsuhph Frxuw uhylvhg lwv lq0
whusuhwdwlrq/ iruelgglqj krul}rqwdo phujhuv zklfk zrxog vljqlfdqwo| lpsdlu frpshwlwlrq1
E| 4<39 d jrrg qxpehu ri udlourdgv kdg phujhg1 Fkdqgohu +4<::, lghqwlhv vhyhq
frppxqlwlhv ri lqwhuhvw wkdw frqwuroohg prvw ri wkh udlourdg wudfndjh lq wkh Xqlwhg Vwdwhv1
Ri wkhvh frppxqlwlhv ri lqwhuhvw/ wzr kdg d grplqdqw edqn +wkh Ydqghuelow dqg Prujdq
urdgv,/ irxu zhuh grplqdwhg e| dq lqglylgxdo qdqflhu +wkh Jrxog/ Prruh/ Kloo/ dqg
Kduulpdq olqhv,/ dqg rqh zdv pdqdjhphqw frqwuroohg +wkh Shqqv|oydqld,1
Prvw ri wkh lqgxvwuldo upv wkdw fdph xqghu edqn frqwuro glg vr ehfdxvh ri phujhuv1
Jhqhudo Hohfwulf lv dq hduo| h{dpsoh ri d odujh lqgxvwuldo phujhu/ xqlwlqj Jhqhudo Hglvrq
Hohfwulf dqg Wkrpsvrq0Krxvwrq lq 4;<51 Iru wklv uhrujdql}dwlrq/ M1S1 Prujdq ) Fr1
zdv judqwhg d frqwuroolqj yrlfh lq Jhqhudo Hohfwulf*v erdug ri gluhfwruv4<1 X1V1 Vwhho
zdv fuhdwhg lq 4<34 dv d phujhu ri d qxpehu ri vwhho frpsdqlhv1 Lw frqwuroohg kdoi ri
wkh vwhho pdunhw vkduh dqg zdv wkh zruog*v odujhvw lqgxvwuldo frpsdq| dw wkh wlph ri lwv
irupdwlrq1 Wkh uhrujdql}hu/ M1S1 Prujdq ) Fr1/ nhsw frqwuro wkurxjk d yrwlqj wuxvw531L q
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444<36 Prujdq fuhdwhg Lqwhuqdwlrqdo Kduyhvwhu/ zkrvh fruh zdv d phujhu ri wkh PfFruplfn
Kduyhvwlqj Pdfklqhv dqg wkh Ghhulqj Kduyhvwlqj Fr1 Lq 4<36/ Lqwhuqdwlrqdo Kduyhvwhu
khog ;8 shufhqw ri wkh idup htxlsphqw pdunhw vkduh541
Edqnv eholhyhg wkdw phujhuv lqfuhdvhg vkduh ydoxh e| uhgxflqj sulfh frpshwlwlrq55/d v
wkh iroorzlqj txrwh iurp Jhrujh Shunlqv/ d Prujdq sduwqhu/ lqglfdwhv=
Wkh rog lghd wkdw zh zhuh udlvhg xqghu/ wkdw frpshwlwlrq lv wkh olih ri wudgh/
lv h{sorghg1 Frpshwlwlrq lv qr orqjhu wkh olih ri wudgh/ lw lv frrshudwlrq56
Prujdq eholhyhg wkdw sulfh frpshwlwlrq lv idwdo wr wkh vxevlvwhqfh ri lqgxvwu|1 Lq
fuhdwlqj X1V1 Vwhho lq 4<34/ Lqwhuqdwlrqdo Kduyhvwhu dqg wkh Lqwhuqdwlrqdo Phufdqwloh Pd0
ulqh +LPP, lq 4<3557/ M1S1 Prujdq ) Fr1 pdgh wkh h{solflw srlqw ri fuhdwlqj upv zlwk
zhoo ryhu kdoi ri wkh pdunhw vkduh ri wkhlu vhjphqwv1 Dowkrxjk wkh prwlyh iru phujhuv
zdv wr lqfuhdvh pdunhw srzhu58/ wkh rqo| phujhuv wkdw vwrrg wkh whvw ri wlph zhuh wkrvh
zklfk fuhdwhg hfrqrplhv ri vfdoh dqg vfrsh> rwkhu phujhuv/ vxfk dv wkh LPP/ kdg qr vxfk
hfrqrplhv ri vfdoh dqg hyhqwxdoo| idlohg1
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Dowkrxjk phujhuv zhuh rqh fdxvh iru uhvwuxfwxulqj/ qdqfldo glvwuhvv zdv wkh prvw frp0
prq uhdvrq iru edqn uhrujdql}dwlrqv1 Rqh ri wkh uvw uhrujdql}dwlrqv ri wklv w|sh zdv
dwwhpswhg lq 4;:41 Wkdw |hdu erqgkroghuv/ wluhg ri pdqdjhphqw rssruwxqlvp/ ehjdq wr
er|frww wkh Hulh udlourdg vhfxulwlhv1 Wkdw udlourdg zdv qrwrulrxv iru vnlsslqj glylghqgv/
ghidxowlqj rq ghew sd|phqwv/ lqvlghu wudglqj/ dqg jhqhudo pdqdjhu dexvh1 Lq uhvsrqvh
wr wkh er|frww/ Hulh*v suhvlghqw 0 Md| Jrxog 0 rhuhg wr eulqj rxwvlgh frdo/ udlozd| dqg
edqnlqj lqwhuhvwv wr wkh erdug/ zkr zrxog h{huflvh frqwuro wkurxjk d yrwlqj wuxvw591D o 0
wkrxjk lqlwldoo| uhmhfwhg/ wkh uhrujdql}dwlrq wrrn sodfh lq 4;:9 zkhq Hulh ghidxowhg rq lwv
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45ghew1
Uhrujdql}dwlrqv dulvlqj iurp qdqfldo glvwuhvv ehfdph pruh frpprq gxulqj wkh gh0
suhvvlrq lq wkh 4;<3v1 Lq wkdw ghfdgh rqh wklug ri wkh XV udlourdg wudfndjh ihoo lqwr
uhfhlyhuvkls1 Wkh Hulh/ wkh Fkhvdshdnh ) Rklr/ wkh Sklodghoskld ) Uhdglqj/ wkh Vdqwd
Ih/ wkh Qruwkhuq Sdflf/ wkh Juhdw Qruwkhuq/ wkh Qhz \run Fhqwudo/ wkh Ohkljk Ydooh|/
wkh Mhuvh| Fhqwudo dqg wkh Vrxwkhuq Udlozd| frpsdqlhv zhuh vrph ri wkh upv wkdw M1S1
Prujdq uhrujdql}hg5:1
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Vrph uhrujdql}dwlrqv fdph derxw qrw ehfdxvh ri ghidxow ru phujhu/ exw ehfdxvh ri gluhfw
srolwlfdo suhvvxuh1 Wkh uhrujdql}dwlrq ri wkh Qhz \run Fhqwudo udlourdg lq 4;:< zdv dq
h{dpsoh ri wklv1 Fruqholxv Ydqghuelow kdg irujhg wklv udlourdg e| dftxlulqj pdq| vpdoo
frpsdqlhv/ dqg wxuqlqj wkh Qhz \run Fhqwudo lqwr rqh ri wkh odujhvw XV frusrudwlrqv dw
wkh wxuq ri wkh fhqwxu|1 Ydqghuelow nhsw wkh up forvho| khog1 Zkhq kh glhg lq 4;::/ kh
jdyh vkduhv iru 73 shufhqw ri Qhz \run Fhqwudo wr klv vrq/ Zlooldp Khqu|1 Sxeolf rslqlrq
zdv doduphg e| wkh idfw wkdw vr pxfk hfrqrplf srzhu zdv jlyhq wr rqh pdq5;1 Lq 4;:<
wkh Qhz \run Vwdwh dvvhpeo| ehjdq wr lqyhvwljdwh Qhz \run Fhqwudo iru glvfulplqdwru|
sulflqj dqg lpsrvhg sxqlwlyh ohylhv rq wkh udlourdg1 Wkh Ydqghuelowv eholhyhg wkdw wklv
zrxog vwrs li wkh| frxog glvshuvh vwrfn rzqhuvkls/ dqg hqwuxvwhg Prujdq zlwk wkh wdvn ri
uhrujdql}lqj wkh up1 Fkdqgohu +4<::, dujxhv wkdw Zlooldp Ydqghuelow kdg dovr ehfrph
frqylqfhg wkdw devroxwh frqwuro ri wkh Qhz \run Fhqwudo zdv xvhohvv/ ehfdxvh lw ghpdqghg
d frqvwdqw fdvk rxwod| wr sd| iru urdg pdlqwhqdqfh dqg iru wkh dftxlvlwlrq ri vpdoohu urdgv1
Lq dq| fdvh/ Prujdq vrog 583/333 vkduhv ehorqjlqj wr Zlooldp Ydqghuelow gxulqj 4;:</ wkh
odujhvw vwrfn rhulqj pdgh wr wkdw gd|1 Rqfh wklv uhrujdql}dwlrq wrrn sodfh/ wkh Qhz \run
Vwdwh Dvvhpeo| gursshg lwv sxqlwlyh ohylhv djdlqvw Qhz \run Fhqwudo1 Phdqzkloh/ wkh
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46yrwlqj wuxvw wkdw Prujdq kdg iruphg phdqw wkdw udlourdg frqwuro zrxog uhpdlq wljkw5<1
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Prujdq uhrujdql}dwlrqv zrxog uvw ghwhuplqh wkh rswlpdo ohyhudjh wkdw d up frxog
vxssruw1 Wkh qh{w vwhs zdv wr uhgxfh ghew wr wkdw rswlpdo ohyho/ riwhq e| lpshoolqj
fuhglwruv wr h{fkdqjh erqgv iru frpprq vwrfn/ dqg e| iruflqj rog vwrfnkroghuv wr jlyh
iuhvk fdslwdo wr jhw qhz htxlw|1 Wr qdqfh wkhvh vhfxulw| h{fkdqjhv/ Prujdq lvvxhg htxlw|
zhoo lq h{fhvv ri wkh up*v uhsodfhphqw frvw> wklv zdv nqrzq dv czdwhulqj* wkh vwrfn1
Ilqdoo|/ Prujdq xvhg yrwlqj wuxvwv wr nhhs devroxwh frqwuro diwhu wkh uhrujdql}dwlrq631
Fdurvvr +4<;:, surylghv dq looxplqdwlqj dffrxqw ri yrwlqj wuxvwv/ dqg krz edqnv h{huflvhg
frqwuro=
Wr dvvxuh wkhpvhoyhv ri wkh frqvhuydwlvp dqg vrxqg pdqdjhphqw wkh|
vrxjkw/ wkh uhrujdql}lqj edqnhuv hvwdeolvkhg yrwlqj wuxvwv/ zkrvh phpehuv
+wuxvwhhv, zhuh dxwkrul}hg wr yrwh d pdmrulw| ri wkh frusrudwlrq*v vkduhv1 ^111`
Zkhq wkh wuxvw h{sluhg/ xvxdoo| yh |hduv diwhu wkh uhrujdql}dwlrq kdg ehhq
frpsohwhg ru zkhq wkh frpsdq| vwduwhg sd|lqj wkh uhtxluhg glylghqg rq lwv
suhihuuhg vkduhv/ d sduwqhu lq wkh edqnlqj up wkdw kdg ohg wkh uhqdqflqj
ru rqh ri lwv wuxvwhg exvlqhvv dvvrfldwhv zhuh dssrlqwhg wr wkh frusrudwlrq*v
erdug/ dqg vrphwlphv wr lwv qdqfh frpplwwhh dv zhoo1 Vxfk dvvljqphqwv
zhuh lqwhqghg ^111` wr surprwh vrxqg pdqdjhphqw sudfwlfhv dqg vdwlvi| wkh
frpsdq|*v vhfxulw| kroghuv/ pdq| ri zkrp frqvlghuhg wkhlu lqwhuhvwv ehwwhu
surwhfwhg li wkh up wkdw kdg pdqdjhg wkh uhqdqflqj dqg vsrqvruhg wkh
lvvxhv zdv uhsuhvhqwhg rq wkh frusrudwlrq*v erdug64
Yrwlqj wuxvwv zhuh lqwhqghg wr nhhs cxqghvludeoh* shrsoh rxw ri wkh erdug/ dqg wr
dyrlg ghwulphqwdo srolflhv65> wkh| dovr surylghg d zd| wr vfdwwhu frpsdq|*v vwrfn zlwkrxw
hpdvfxodwlqj vkduhkroghu frqwuro ryhu pdqdjhuv1
Sulydwh edqnv zrxog qrupdoo| kdyh d gluhfw htxlw| dqg ghew srvlwlrq ri wkh up xqghu
wkhlu frqwuro661 Lw lv lpsruwdqw wr qrwh wkdw hyhq wkrxjk sulydwh edqnhuv frxog wdnh dq
htxlw| srvlwlrq lq d up/ qdwlrqdo edqnv frxog qrw> iru wklv uhdvrq lw lv olnho| wkdw sulydwh
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47edqnhuv zhuh pruh dfwlyh gluhfwruv wkdq frpphufldo edqnv1 Dowkrxjk edqnhu0gluhfwruv
jdyh pdqdjhuv zlgh odwlwxgh/ wkh| lqwhuyhqhg irufhixoo| lq d ihz duhdv/ vxfk dv glylghqg
srolf| dqg wkh doorfdwlrq ri wkh up*v uhvrxufhv1 Sulydwh edqnv zhuh qrw rqo| frqfhuqhg
zlwk wkh vkruw whup hhfw ri frusrudwh plvpdqdjhphqw1 Pruh lpsruwdqwo|/ wkh| zhuh
lqwhuhvwhg lq uhwdlqlqj d uhsxwdwlrq dv qdqfldo zdwfkgrjv> wklv lpshoohg sulydwh edqnv wr
eh idluo| frqvhuydwlyh gluhfwruv671 Lq h{fkdqjh iru wkhlu prqlwrulqj hruwv/ wkh frqwuroolqj
edqn nhsw wkh up*v ghsrvlwv/ jdyh lw ordqv/ dqg zdv wkh ohdg pdqdjhu lq wkh up*v vhfxulw|
lvvxhv1
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Edqnv ehfdph ylfwlpv ri wkhlu rzq vxffhvv> e| 4<45/ 4; qdqfldo lqvwlwxwlrqv vdw rq
wkh erdugv ri 467 frusrudwlrqv zlwk '581658 eloolrq lq frpelqhg dvvhwv681 Ri wkhvh 4;
lqvwlwxwlrqv/ yh edqnv khog wkh olrq*v vkduh= M1S1 Prujdq ) Fr1/ Iluvw Qdwlrqdo Edqn/
Qdwlrqdo Flw| Edqn/ Jxdudqw| Wuxvw Fr1/ dqg Edqnhuv* Wuxvw vdw rq wkh erdugv ri 97
qdqfldo lqvwlwxwlrqv zlwk '71<:5 eloolrq lq dvvhwv1 Wkhvh yh edqnv dovr vdw rq wkh erdugv
ri 9; qrq0qdqfldo frusrudwlrqv zlwk '4:15:6 eloolrq lq dvvhwv1 Wr sxw wklv odvw qxpehu
lq shuvshfwlyh/ XV JQS lq 4<45 zdv '6<17 eloolrq> khqfh/ wkhvh yh edqnv frqwuroohg
lqgxvwuldo dvvhwv +rq ehkdoi ri rwkhuv, uhsuhvhqwlqj 89 shufhqw ri wkh frxqwu|*v JQS1 Li
edqnv khog gluhfwruvklsv lq wkh vdph iudfwlrq ri frusrudwlrqv lq 4<<6/ wkh| zrxog eh lq
fkdujh ri '618 wuloolrq grooduv$ Eudgirug GhOrqj h{sodlqv zk| vr ihz edqnv grplqdwhg
wkh pdunhw iru frusrudwh prqlwrulqj=
Lqglylgxdo lqyhvwruv duh/ hvvhqwldoo|/ zlwkrxw uholdeoh lqirupdwlrq derxw wkh
upv* survshfwv dqg wkhlu pdqdjhuv dqg zlwkrxw srzhu wr dghtxdwho| prqlwru
dqg frqwuro wkh h{hfxwlyhv zkr pdqdjh wkh upv lq zklfk wkh| lqyhvw1 E|
vhuylqj dv dq krqhvw +doehlw h{shqvlyh, eurnhu/ d grplqdqw lqyhvwphqw edqn
fdq fkdqqho lqyhvwruv* ixqgv lqwr dqg fkrrvh h{hfxwlyhv wr uxq upv/ froohfw
kljk ihhv/ dqg |hw rq qhw surylgh ydoxh wr lqyhvwruv1 Lq vxfk d vlwxdwlrq/ d
up*v uhsxwdwlrq dv dq krqhvw eurnhu ehfrphv d yhu| lpsruwdqw dvvhw 0 dq
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48dvvhw wkdw pxvw eh vdihjxdughg e| dfwxdoo| ehlqj dq krqhvw eurnhu/ dqg dq
dvvhw wkdw d srwhqwldo frpshwlwru zloo qg lw yhu| kdug wr pdwfk69
Edqn frqfhqwudwlrq dqg wkh shufhswlrq wkdw edqnhu0gluhfwruv hqfrxudjhg frooxvlrq ohdg
wr zlghvsuhdg fulwlflvp1 Wkh wkuhh jurxsv wkdw rssrvhg edqnhuv zhuh vpdoo exvlqhvvphq/
orfdo edqnhuv/ dqg zkrohvdohuv> wkhvh jurxsv glvolnhg erwk jldqw frusrudwlrqv dqg Hdvwhuq
qdqflhuv1 Wklv dqlprvlw| pdqlihvwhg lwvhoi uvw lq 4<38/ zkhq wkh Qhz \run Vhqdwh lq0
yhvwljdwhg lqvxudqfh frpsdqlhv/ dqg iruedgh wkhp iurp xqghuzulwlqj vhfxulwlhv ru iurp
ex|lqj htxlw|6:1 Edqnhu glvolnh zdv djdlq vkrzq zkhq Wkhrgruh Urrvhyhow*v dgplqlvwud0
wlrq ohg dq dqwlwuxvw vxlw djdlqvw d Prujdq frqwuroohg up/ Qruwkhuq Vhfxulwlhv/ lq 4<371
Wkh Wdiw dgplqlvwudwlrq frqwlqxhg Urrvhyhow*v dqwlwuxvw srolf| e| vhhnlqj wr glvvroyh X1V1
Vwhho/ Lqwhuqdwlrqdo Kduyhvwhu/ Vwdqgdug Rlo/ dqg Dphulfdq Wredffr1 Zrrgurz Zlovrq
fdpsdljqhg rq wkh surplvh ri glvvroylqj wkh _Prqh| Wuxvw%/ dqg pdgh vxuh wkdw/ rqfh lq
srzhu/ klv dgplqlvwudwlrq zrxog duuhvw qdqfldo fdslwdolvp6;1 Lq 4<45/ Uhs1 Duv hqh Sxmr
vshdukhdghg d Frqjuhvvlrqdo lqyhvwljdwlrq rq wkh frqfhqwudwlrq ri srzhu lq Zdoo Vwuhhw1
Wkh Sxmr khdulqjv vxffhhghg lq wduqlvklqj edqnhuv* uhsxwdwlrq dqg ohg wr wkh Fod|wrq Dfw
lq 4<471
Orxlv Eudqghlv pdgh wkh prvw duwlfxodwh fdvh djdlqvw qdqfldo fdslwdolvp lq d vpdoo
errn hqwlwohg _Rwkhu Shrsoh*v Prqh|/ dqg Krz wkh Edqnhuv Xvh Lw1% Lq wklv errn/ Eudq0
ghlv dujxhg wkdw edqnv zkr frqwuro lqgxvwuldo frusrudwlrqv hqfrxudjh prqrsro|/ zkrvh
vwdwlf dqg g|qdplf frvwv duh yhu| odujh=
Pruh vhulrxv/ krzhyhu/ lv wkh hhfw ri wkh Prqh| Wuxvw lq gluhfwo| vxssuhvv0
lqj frpshwlwlrq1 Wkdw vxssuhvvlrq hqdeohv wkh prqrsrolvw wr h{wruw h{fhvvlyh
surwv> exw prqrsro| lqfuhdvhv wkh exughq ri wkh frqvxphu hyhq pruh ^111`1
Prqrsro| duuhvwv ghyhorsphqw> dqg wkurxjk duuhvwlqj ghyhorsphqw/ suhyhqwv
wkh ohvvhqlqj ri wkh frvw ri surgxfwlrq dqg ri glvwulexwlrq zklfk zrxog rwkhu0
zlvh wdnh sodfh6<
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49Eudqghlv khog wkdw wkh vrfldo dqg srolwlfdo frvwv ri prqrsro| dqg wkh frqfhqwudwlrq ri
srzhuv duh vr rqhurxv wkdw lqwhuorfnlqj gluhfwrudwhv vkrxog eh iruelgghq/ hyhq li wkh| duh
wkh prvw hflhqw irup ri frusrudwh rujdql}dwlrq=
Frqfoxvlyh hylghqfh +li rewdlqdeoh, wkdw wkh sudfwlfh ri lqwhuorfnlqj gl0
uhfwrudwhv ehqhwhg doo vwrfnkroghuv dqg zdv wkh prvw hflhqw irup ri rujd0
ql}dwlrq/ zrxog qrw uhpryh wkh remhfwlrqv1 Iru hyhq pruh lpsruwdqw wkdq
hflhqf| duh lqgxvwuldo dqg srolwlfdo olehuw|> dqg wkhvh duh lpshulohg e| wkh
Prqh| Wuxvw73
Ixuwkhupruh/ Eudqghlv fkdoohqjhg wkh suhplvh wkdw edqnhu frqwuro lv wkh prvw hflhqw
irup ri hfrqrplf rujdql}dwlrq1 Kh dujxhg wkdw d edqnhu0gluhfwru fdq irufh pdqdjhphqw
wr wdnh dfwlrqv wkdw duh ghwulphqwdo wr plqrulw| vkduhkroghuv1 Eudqghlv looxvwudwhg wklv
zlwk wkh fdvh ri wkh Qhz Kdyhq udlourdg/ d Prujdq frqwuroohg up> wklv urdg kdg ehhq
eodphg iru vhyhudo vhulrxv dfflghqwv wkdw rffxuuhg ehwzhhq 4<44 dqg 4<4674> lw kdg dovr
kdg uhfhqwo| vnlsshg glylghqgv dqg zdv xqghu vhyhuh qdqfldo suhvvxuh1 Eudqghlv dujxhg
wkdw wkh Qhz Kdyhq zdv gulyhq wr vxfk d vwdwh e| wkh edqn/ zklfk vdggohg wkh up zlwk
d kxjh ghew dqg h{wudfwhg odujh xqghuzulwlqj ihhv=
Zdv wkhuh hyhu d pruh eh0edqnhuhg udlourdg wkdq wkh Qhz KdyhqB^111` Vl{
|hduv ehiruh wkh idoo ri wkdw juhdw v|vwhp/ wkh klgghq gdqjhuv zhuh srlqwhg
rxw wr wkrvh edqnhu0h{shuwv1 Surri zdv ixuqlvkhg ri wkh urwwlqj wlpehuv1 Wkh
edqnhuv wrrn qr dfwlrq1 ^111` Ri wkh Qhz Kdyhq vwrfnkroghuv 43/555 zhuh ri
vxfk prghvw phdqv wkdw wkhlu kroglqjv zhuh iurp rqh wr whq vkduhv rqo|1 Wkh
lqyhvwruv zhuh vruho| lq qhhg ri surwhfwlrq1^111` Exw zkr/ frqqhfwhg zlwk wkrvh
Qhz Hqjodqg dqg Qhz \run edqnlqj krxvhv +zlwk vwrfn lq wkh udlourdg, ^111`
udlvhg hlwkhu yrlfh ru shq djdlqvw wkh frqwlqxrxv plvpdqdjhphqw ri wkdw juhdw
wuxvw surshuw| ru zduqhg wkh sxeolf ri wkh lpshqglqj glvdvwhuB75
Eudqghlv dovr dujxhg wkdw edqnv vkrxog qrw uxq lqgxvwuldo frusrudwlrqv ehfdxvh wkh|
gr qrw kdyh wkh wlph qru wkh h{shuwlvh wr orrn diwhu wkh upv xqghu wkhlu frqwuro1 Ixu0
wkhupruh/ edqnhu0gluhfwruv duh rshq wr pdq| frqlfwv ri lqwhuhvw> iru h{dpsoh/ wkh| pd|
eh whpswhg wr h{wudfw prqrsro| xqghuzulwlqj ihhv iurp wkh lqgxvwuldo upv wkh| ryhu0
vdz1 Wr vroyh wkhvh sureohpv/ Eudqghlv xujhg wkh jryhuqphqw wr suhyhqw gluhfwruv iurp
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4:vlwwlqj lq wkh erdug ri frpshwlqj upv/ l1h1/ wr edq lqwhuorfnlqj gluhfwrudwhv1 Eudqghlv
dovr dujxhg wkdw edqnv vkrxog qrw eh lq wkh erdug ri gluhfwruv ri dq| lqgxvwuldo upv/ dqg
wkdw wkhuh vkrxog eh pruh vwulqjhqw glvforvxuh uxohv derxw edqnhuv* dfwlylwlhv dqg ihhv1
Lghdoo|/ dffruglqj wr Eudqghlv/ d up vkrxog eh khog lq d _ghprfudwlf% zd|/ zlwk qr odujh
vkduhkroghuv sxoolqj pruh zhljkw wkdq zkdw wkhlu vkduhv zrxog zduudqw1
Wkh lpsdfw ri Eudqghlv* dujxphqwv zdv hqruprxv/ erwk ehfdxvh Eudqghlv ehfdph
d ohdglqj Vxsuhph Frxuw Mxvwlfh/ dqg ehfdxvh Qhz Ghdo uhiruphuv vxfk dv Zlooldp R1
Grxjodv/ Ihuglqdqg Shfrud/ dqg Dgrosk Ehuoh rshqo| hvsrxvhg Eudqghlv* lghdv1
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Eudqghlv pdgh d frpshoolqj dujxphqw wkdw ghvhuyhv vhulrxv dqdo|vlv1 Wkh pdlq txhvwlrq
lv zkhwkhu edqn frqwuro hqkdqfhg frusrudwh ydoxh/ dqg li vr/ e| krz pxfk dqg zk|B Wkh
lpsruwdqfh ri wklv txhvwlrq lv reylrxv= li edqn frqwuro glg qrw dgg pxfk ydoxh ru zdv
kdupixo/ wkhq devroxwh vhsdudwlrq ri rzqhuvkls dqg frqwuro zdv hfrqrplfdoo| hflhqw/ dv
Fkdqgohu +4<::/ 4<;7, kdg dujxhg1 Li/ rq wkh rwkhu kdqg edqn frqwuro udlvhg frusrudwh
ydoxh vljqlfdqwo|/ wkhq lwv ghplvh zdv suredeo| fdxvhg e| srolwlfdo suhvvxuh/ dv Mhqvhq
+4<;<, dqg Urh +4<<7, kdg fodlphg1
Eudgirug GhOrqj +4<<4, wulhg wr dvvhvv wkh ydoxh ri qdqfldo fdslwdolvp e| orrnlqj
dw wkh 4<4404<45 pdunhw0wr0errn ydoxh ri hljkw| wzr frusrudwlrqv/ ri zklfk wzhqw| zhuh
Prujdq frqwuroohg1 GhOrqj irxqg wkdw Prujdq frqwuro jhqhudwhg d srvlwlyh suhplxp/
zklfk udqjhg iurp 9 wr 63 shufhqw1 Wkh kljkhvw hvwlpdwhv zhuh rewdlqhg e| vlpso|
frpsdulqj wkh dyhudjh udwlr ri wkh Prujdq frqwuroohg upv djdlqvw wkh rwkhuv1 Wkh orzhvw
hvwlpdwh iru wkh suhplxp frqwurov iru furvv0vhfwlrqdo yduldwlrq e| xvlqj wkh hduqlqjv0wr0
errn udwlr dv dq h{sodqdwru| yduldeoh1 Wkhuh duh vhulrxv txhvwlrqv wkdw GhOrqj klpvhoi
udlvhv derxw wkh fdxvdolw| ri klv hvwlpdwhv1 Glg Prujdq sduwqhuv udlvh frusrudwh ydoxh/
ru zhuh wkh| vlpso| jrrg dw slfnlqj vwrfnvB Dqrwkhu sureohp zlwk GhOrqj*v hvwlpdwh lv
4;wkhlu lqdelolw| wr glvfhuq zkhwkhu wkh ydoxh ri edqn frqwuro fdph iurp hhfwlyh ryhuvljkw
ru iurp pruh fduwhol}dwlrq dfurvv edqn frqwuroohg upv1
Iruwxqdwho|/ klvwru| kdv surylghg dq lghdo h{shulphqw wr vwxg| wkh vl}h dqg wkh qdwxuh
ri wkh frvwv dqg ehqhwv ri edqn frqwuro1 Dw wkh wlph ri wkh Sxmr khdulqjv/ qdqfldo
dqdo|vwv zhuh zhoo dzduh ri wklv lqyhvwljdwlrq*v lpsdfw rq frusrudwh ydoxh/ dv wkh iroorzlqj
txrwh iurp wkh Zdoo Vwuhhw Mrxuqdo uhyhdov=
Wudghuv uhjdug wkh _prqh| wuxvw% lqyhvwljdwlrq dv wkh pdunhw idfwru ri
sulph lpsruwdqfh> exw lqyhvwruv gr qrw frqvlghu lw dw doo1 Wkh odwwhu wklqn
wkdw wkh rzqhuvkls lq rqh edqn e| dqrwkhu kdv qrwklqj wr gr zlwk wkh ydoxh
ri Vrxwkhuq Sdflf/ ru Xqlwhg Vwdwhv Vwhho1 Wkhuhiruh/ zkhq wudghuv vrog/
wkh lqyhvwruv erxjkw/ dqg zhuh jodg wr jhw wkh rssruwxqlw| wr dftxluh vwrfnv
hdvlo|76
Lq wkh diwhupdwk ri wkh Sxmr khdulqjv/ Frqjuhvv ehjdq wr zrun rq ohjlvodwlrq wkdw
zrxog holplqdwh edqn frqwuro1 Sduw ri wklv ohjlvodwlrq zrxog edq lqwhuorfnlqj gluhfwrudwhv
+l1h1/ pdqdjhuv vlwwlqj lq wkh erdugv ri frpshwlwru upv,> dqrwkhu sduw ri wkh ohjlvodwlrq
zrxog suhyhqw edqnv iurp vlwwlqj rq wkh erdug ri dq| udlourdg ru lqgxvwuldo up1 Lq dq
hruw wr ghudlo wkh odvw sruwlrq ri wklv ohjlvodwlrq/ M1S1 Prujdq ) Fr1 dqqrxqfhg rq Iulgd|/
Mdqxdu| 5/ 4<47 wkdw lwv sduwqhuv zrxog uhvljq iurp wkh erdug ri wkluw| frusrudwlrqv/ zkloh
uhpdlqlqj lq rwkhu upv1 Wdeoh 4 vkrzv wkh vwdwxv ri wkh odujhvw upv dhfwhg e| wklv
dqqrxqfhphqw177
Djdlq/ wklv uhwluhphqw zdv pdgh wr sodfdwh wkh Zlovrq dgplqlvwudwlrq dqg wr iruhvwdoo
dq| ohjlvodwlrq surklelwlqj edqn suhvhqfh lq frusrudwh erdugv1 Prujdq*v pryh zdv sduwo|
vxffhvvixo= lq 4<47 Frqjuhvv sdvvhg wkh Fod|wrq Dfw/ zklfk rxwodzhg lqwhuorfnlqj gluhf0
wrudwhv exw glg qrw iruelg edqn suhvhqfh lq wkh erdugv ri lqgxvwuldo upv ru udlourdgv1
Wr lqyhvwljdwh zkhwkhu Prujdq dgghg ydoxh e| hqfrxudjlqj fduwhol}dwlrq/ L lghqwlhg/ lq
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4<Wdeoh 4= Prujdq dqqrxqfhphqw ri vwdwxv ri dfwlyho| wudghg upv Mdqxdu| 5/ 4<47
Wrwdo Uhwluhphqw +WU, Sduwldo Uhwluhphqw +SU, Qr Uhwluhphqw +QU,
4, DW ) W 4, Uhdglqj UU 4, Dwf1 W ) Vwd1 Ih UU
5, Q \ Fhqwudo ) Kxgvrq UU= 5, X1V1 Vwhho 5, Fklfdjr Jw1 Z1 UU
0Foy/ Flq/ Fklf ) Vw1 O1 UU
0Odnh Vkruh ) Plfk1 UU 6, Zhvwhuq Xqlrq Who1 6, Hulh Udlourdg
0Plfk1 Fhqwudo UU
0Q \/ Fklf1 ) Vw1 Orxlv UU 7, Jhqhudo Hohfwulf Fr1
0Uxwodqg Udlozd| Fr1
0Zhvw Vkruh UU1 8, Lqwhu1 Kdyhvwhu Fr1
6 ,Q\ /Q h zK d y h q)K d u w 1U U 9, Ohkljk Ydooh| UU
0Fhqw1 Qhz Hqjodqg Udlozd|
0Kduohp Uy1 ) Sw1 Fkhvw1 UU :, Qruwkhuq Sdflf UU
0Kduw1/ Frqq1 ) Zhvw1 UU
0Q \/ Zhvwfk1 ) Ervwrq UU ;, Vrxwkhuq Udlozd|
0Qhz Hqjodqg Qdyljdwlrq
0Qhz Hqjodqg Vwhdpvkls
7, Q \/ Rqwdulr ) Zhvwhuq UU
8, Xwdk Frsshu Fr1
9, Zhvwlqjkrxvh Hohfwulf ) Fr
wdeoh 5/ wkh frpshwlwruv ri Prujdq frqwuroohg upv781 Qrwlfh wkdw wkhuh duh d qxpehu ri
lqvwdqfhv zkhuh Prujdq frqwuroohg upv dsshdu rq erwk vlghv ri wkh wdeoh1
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Prujdq*v dqqrxqfhphqw fdq eh vwxglhg iurp d wlph vhulhv ru d furvv0vhfwlrqdo shuvshfwlyh1
Iru wkh wlph vhulhv dqdo|vlv L xvh wkh hyhqw vwxg| phwkrgrorj| lqwurgxfhg e| Idpd/ Ilvkhu/
Mhqvhq dqg Uroo +4<9<,/ dqg glvfxvvhg lq Idpd +4<:9,/ dqg Eurzq dqg Zduqhu +4<;3,1
Eulh|/ li wkh orjdulwkp ri wkh vwrfn uhwxuqv lv pxowlyduldwh qrupdo/ wkh iroorzlqj htxdwlrq
krogv=
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53Wdeoh 5= Frpshwlwruv ri Prujdq frqwuroohg Ilupv
Qdph Vwdwxv Frpshwlwruv
4, DW ) W WU Zhvwhuq Xqlrq
5, Q \ Fhqwudo ) Kxgvrq UU WU Edowlpruh ) Rklr UU/ Fdqdgldq Sdflf UU/
Hulh UU/ Shqqv|oydqld UU/ Slww Flq Fkl VO UU
6 ,Q\ /Q h zK d y h q)K d u w 1U U WU
7, Q \/ Rqwdulr ) Zhvwhuq UU WU
8, Xwdk Frsshu Fr1 WU Dpdojdpdwhg/ Dphulfdq Vphowhuv/ Dqdfrqgd/
Fklqr/ Jxjjhqkhlp/ Lqvsludwlrq/ Pldpl/
Qhydgd/ Ud| Frqvrolgdwhg/ Whqqhvvhh
9, Zhvwlqjkrxvh Hohfwulf ) Fr WU Jhqhudo Hohfwulf
:, Uhdglqj UU SU
;, X1V1 Vwhho SU Ehwkohkhp Vwhho/ Frorudgr Ixho ) Lurq/
Uhsxeolf Lurq ) Vwhho
<, Zhvwhuq Xqlrq Who1 SU DW)W
43, Dwfklvrq/ Wrshnd Vwd1 Ih UU QU Vrxwkhuq Sdflf UU
44, Fklfdjr Juhdw Zhvwhuq UU QU Fklfdjr ) Qruwkzhvw/ Plqq1 Vw1 S ) VVP UU
45, Hulh Udlourdg QU Edow1 ) Rklr UU/ Q\F UU/ Shqqv|oydqld UU
46, Jhqhudo Hohfwulf Fr1 QU Zhvwlqjkrxvh
47, Lqwhu1 Kdyhvwhu Fr1 QU
48, Ohkljk Ydooh| UU QU
49, Qruwkhuq Sdflf UU QU Fdqdgldq Sdflf UU1/ Juhdw Qruwkhuq UU/
Fklf1 Plo1 ) Vw1 Sdxo UU/ Xqlrq Sdflf UU
4:, Vrxwkhuq Udlozd| QU Dwodqwlf Frdvw UU/ Loolqrlv Fhqwudo UU1/
Orxlvylooh ) Qdvkylooh
ulw @ l . lupw . lw lw  Q+3> 5
l, +4,
zkhuh ulw lv wkh +orj, uhwxuq ri d vwrfn ru d sruwirolr ri vwrfnv/ upw lv wkh pdunhw uhwxuq/
dqg lw lv dq huuru whup1 Htxdwlrq +4, zrxog dovr krog xqghu wkh Fdslwdo Dvvhw Sulflqj
Prgho/ zlwk wkh dgglwlrqdo frqglwlrq wkdw l  +4  l,ui1
Wkh hvvhqfh ri dq hyhqw vwxg| lv wr dvvhvv li wkhuh duh dq| deqrupdo uhwxuqv dvvrfldwhg
zlwk dq hyhqw/ l1h1/ uhwxuqv eh|rqg wkrvh suhglfwhg e| htxdwlrq +4,1 Wkh uvw vwhs lq dq
hyhqw vwxg| lv wr vhohfw d ehqfkpdun shulrg wr hvwlpdwh wkh sdudphwhuv l dqg l>i r u
wklv/ L xvhg wkh zhhno| uhwxuqv ri ;8 dfwlyho| wudghg frusrudwlrqv lq wkh Qhz \run dqg
Fxue Vwrfn H{fkdqjhv ehwzhhq Pd| 44/ 4<43 dqg Pdufk 59/ 4<46 +483 revhuydwlrqv,179
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54Wkh pdunhw uhwxuq lv d ydoxh zhljkwhg sruwirolr ri wkhvh ;8 dfwlyho| wudghg upv/ zklfk
dffrxqw iru ;< shufhqw ri vkduhv wudghg lq wkh Q\VH lq 4<467:
Wkh deqrupdo uhwxuqv duh ghqhg dv wkh iruhfdvw huuruv iru wkh shulrg vxuurxqglqj wkh
dqqrxqfhphqw=
DUlv @ ulv  ^e l . e lupv`
zkhuh e l dqg e l duh wkh hvwlpdwhv h{wudfwhg iurp wkh ehqfkpdun shulrg1 Wkh fxpxodwlyh
deqrupdo uhwxuq +FDU, lv wkh vxp ri wkh deqrupdo uhwxuqv gxulqj wkh shulrg ri lqwhuhvw/
l1h1/
FDUlg @
n.g [
v@n.4
DUlv +5,
Wr vhohfw dq dssursuldwh hyhqw zlqgrz/ rqh kdv wr doorz iru wkh idfw wkdw Prujdq*v
zlwkgudzdo zdv nqrzq wr vrph ehiruh wkh rfldo dqqrxqfhphqw zdv pdgh rq Iulgd| Mdq0
xdu| 5/ 4<471 Wkh iroorzlqj Zdoo Vwuhhw Mrxuqdo ixuqlvkhv surri ri wklv lqvlghu nqrzohgjh=
Wkh dqqrxqfhphqw ri wkh uhwluhphqw ri wkh phpehuv ri M1S1 Prujdq ) Fr1 iurp d odujh
qxpehu ri gluhfwrudwhv glg qrw fdxvh pxfk vxusulvh1 Vhyhudo zhhnv djr wkh vwdwhphqw zdv
pdgh lq Eurdg Vwuhhw Jrvvls ^D Zdoo Vwuhhw Mrxuqdo Froxpq` wkdw d sodq ri wkdw nlqg zdv
xqghu frqvlghudwlrq ^111` Wkh phpehuv ri wkh up uhpdlq dv gluhfwruv lq d odujh qxpehu
ri frpsdqlhv/ exw wkhvh duh qrw frqvlghuhg lqwhuorfnlqj7;
L zdv xqdeoh wr qg wkh Eurdg Vwuhhw Jrvvls duwlfoh zkhuh wklv lqirupdwlrq zdv uh0
yhdohg/ dowkrxjk wkh sulfh uhdfwlrq vxjjhvwv wkdw lqirupdwlrq zdv vorzo| uhyhdohg1 Dovr/
wkh pdunhw glg qrw ixoo| uhdfw wr Prujdq*v dqqrxqfhphqw zlwklq rqh gd| ehfdxvh ri lwv
h{fhoohqw wlplqj/ l1h1/ wkh gd| diwhu Qhz \hdu dqg wkh ehjlqqlqj ri wkh zhhnhqg1 Wudgh
rq Iulgd| wkh 5qg/ Vdwxugd| wkh 6ug dqg Prqgd| wkh 8wk ri Mdqxdu| zdv doprvw kdoi ri
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55wkh qrupdo wudglqj yroxph1 Ehfdxvh ri wkh lqvlghu wudglqj sureohp/ L ghflghg wr orrn dw
wkh zhhno| deqrupdo uhwxuqv ehwzhhq Rfwrehu 4/ 4<46 dqg Mdqxdu| :/ 4<471
L fuhdwhg vl{ ydoxh zhljkwhg sruwirolrv ri upv1 Wkh uvw wkuhh sruwirolrv jurxshg Pru0
jdq frqwuroohg frpsdqlhv/ dqg glvwlqjxlvkhg wkrvh zkhuh Prujdq zlwkguhz frpsohwho|/
wkrvh zkhuh lw zlwkguhz sduwldoo|/ dqg wkrvh zkhuh lw uhwdlqhg doo lwv ruljlqdo gluhfwruvklsv1
L dovr fuhdwhg wkuhh sruwirolrv ri frpshwlwruv ri wkh Prujdq frqwuroohg upv1
Wdeoh 6= Fxpxodwlyh Deqrupdo Uhwxuqv iru Sruwirolrv ri Ilupv dhfwhg e| Dqqrxqfhphqw
Iurp= Wrwdo Frpshwlwruv Sduwldo Frpshwlwruv Qr Frpshwlwruv
Rfw 4 4<46 Uhwluhphqw ri WU upv Uhwluhphqw ri SU upv Uhwluhphqw ri QU upv
WU FWU SU FSU QU FQU
Wr= frhflhqw frhflhqw frhflhqw frhflhqw frhflhqw frhflhqw
+w0vwdw, +w0vwdw, +w0vwdw, +w0vwdw, +w0vwdw, +w0vwdw,
Rfw ; 4<46 031<765 317<;9 0516<;< 051<764 31:557 318<<5
+041<598, +415<9;, +0518864, +0716:35, +413;<9, +41<89:,
Rfw 48 4<46 0319;47 313:59 0414675 061:5:< 313:4: 317<67
+031<::<, +31465:, +031;7;5, +061;;<8, +313:8<, +414654,
Rfw 55 4<46 0418<8: 313<;8 31<468 07133;3 31868: 0315843
+041;:7;, +3147:7, +3188<5, +0617567, +31797;, +0317:48,
Rfw 5< 4<46 05187;; 313;:6 41389; 0813655 31;7<9 0313548
+0518;:;, +31445<, +3188<4, +061:475, +3196:3, +031367;,
Qry 8 4<46 051;8;6 0317436 416875 0719547 4147:7 0314368
+0518;67, +0317:55, +3196:;, +0613698, +31:98;, +03147<9,
Q r y4 54 < 4 6 07133;; 313568 4194;4 081;375 4183<5 31694<
+0615<5;, +313579, +319<58, +061798;, +31<487, +317:85,
Q r y4 <4 < 4 6 0716797 03139<6 417<6< 0916<99 413<33 31794:
+0615<:<, +03139:3, +318<39, +06185;7, +31943:, +318934,
Q r y5 94 < 4 6 0716468 03169:4 41;7;6 081964; 31<5<8 3184::
+0613876, +0316643, +319;4<, +051;<<3, +317;93, +318;93,
G h f64 < 4 6 061<;:6 03184;5 519497 081:;:6 31<589 316689
+05198;8, +03176<<, +31<3<3, +051;384, +31788:, +3168::,
Ghf 43 4<46 0:18989 0319384 6176<6 091<<;5 418<85 316486
+071:994, +0317;88, +4145<3, +0615383, +31:754, +3164:9,
Ghf 4: 4<46 0<14994 0415:36 71:7:4 0<15::3 5179;3 0313838
+0817:;;, +031<99<, +417:;8, +0713644, +413;<6, +03137;6,
Ghf 57 4<46 081;769 051475: 71;7;; 0714654 514<88 031879;
+061678;, +0418956, +417799, +041:4<<, +31<5;6, +0318338,
Ghf 64 4<46 0819<57 0517689 715<8< 081<7:4 41:958 031;:39
+0614546, +041:33:, +4155:7, +0516:39, +31:469, +031:965,
M d q:4 < 4 7 0915738 051<;46 71385< 09133;5 51984< 031;4<9
+0615;;:, +051333:, +41445<, +051634<, +413653, +0319<39,
Wdeoh 6 glvsod|v wkh fxpxodwlyh deqrupdo uhwxuqv iru wkhvh vl{ sruwirolrv1 Wkh vwdqgdug
huuruv iru wkh FDUv duh ghulyhg lq wkh dsshqgl{1 Wkhuh zhuh qr ixuwkhu deqrupdo uhwxuqv
56iru dq| ri wkhvh sruwirolrv diwhu Mdqxdu| :/ 4<47/ zklfk vxjjhvwv wkdw wkh pdunhw gljhvwhg
doo wkh qhz lqirupdwlrq zlwklq 6 ru 7 gd|v1
Wkh uvw froxpq lq wdeoh 6 vkrzv wkdw wkh upv frpsohwho| dedqgrqhg e| M1S1 Prujdq
) Fr1 ihoo e| 9157 shufhqw1 Qr rwkhu sruwirolr ihoo e| dv pxfk/ dowkrxjk wkh frpshwlwruv
ri upv zkhuh Prujdq sduwldoo| uhwluhg fdph forvh> wklv rwkhu sruwirolr lv grplqdwhg e|
DW)W zklfk dovr kdsshqhg wr eh dedqgrqhg e| Prujdq1
Dqrwkhu sruwirolr zlwk d vljqlfdqw ghsuhfldwlrq +51<; shufhqw, zdv frpsrvhg ri frp0
shwlwruv ri wkh upv zkhuh Prujdq zlwkguhz frpsohwho|1 Iljxuh 4 vkrzv wkdw wklv gurs
ehjdq lq hduqhvw lq plg0Ghfhpehu/ dqg dffhohudwhg xsrq wkh irupdo dqqrxqfhphqw1
Iljxuh 4= Fxpxodwlyh deqrupdo uhwxuqv iru sruwirolr ri Prujdq dedqgrqhg upv dqg wkhlu
frpshwlwruv
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Competitors of TR firms (CTR)
Last trading day before
  announcement Dec 31, 1913
CAR (%)
Firms where J.P. Morgan & Co. retired completely (TR)
Hylghqwo| wkh pdunhw eholhyhg wkdw lpsolflw fduwhov zrxog froodsvh diwhu wkh edqn gh0
57sduwhg1 Wkhvh uhvxowv dqg Prujdq sduwqhuv* dvvhuwlrqv vxjjhvw wkdw wklv edqn fuhdwhg
vrph vkduhkroghu ydoxh e| fduwhol}dwlrq/ dv Eudqghlv wkrxjkw1 Li fduwhol}dwlrq dhfwhg
wkh dedqgrqhg up dqg lwv frpshwlwruv v|pphwulfdoo|/ frooxvlrq zrxog h{sodlq derxw 7;
shufhqw ri wkh vkduhkroghu ydoxh dgghg e| Prujdq1 Wklv lv suredeo| dq ryhuhvwlpdwh vlqfh
M1S1 Prujdq ) Fr1 gursshg wkrvh frpsdqlhv prvw olnho| wr eh fkdoohqjhg e| wkh Zlovrq
dgplqlvwudwlrq xqghu wkh Fod|wrq Dfw1
Wkhuh duh dw ohdvw wzr srvvleoh h{sodqdwlrqv iru wkh gurs lq vwrfn sulfhv ri Prujdq
dedqgrqhg upv1 Wkh uvw k|srwkhvlv/ edvhg rq vljqdoolqj/ jrhv dv iroorzv= lqyhvwruv nqhz
wkdw Prujdq qhhghg wr zlwkgudz iurp vrph upv ehfdxvh ri srolwlfdo suhvvxuh/ exw wkh
idfw wkdw lw zlwkguhz iurp Zhvwlqjkrxvh dqg uhpdlqhg lq Jhqhudo Hohfwulf pd| eh txlwh
lqirupdwlyh1 Wdnlqj wklv dujxphqw wr lwv olplw/ rqh frxog vd| wkdw Prujdq glg qrw uhdoo|
dgg ydoxh/ exw rqo| frqyh|hg lqvlghu lqirupdwlrq dv d erdug phpehu1 Wkxv/ d vljqdoolqj
vwru| vd|v wkdw Prujdq kdg ydoxdeoh lqvlghu lqirupdwlrq exw wkdw wklv nqrzohgjh frxog
qrw eh dfwhg xsrq1 Rqh sureohp zlwk d vljqdoolqj k|srwkhvlv lv wkdw rqh zrxog qhhg
wr whoo d yhu| frpsolfdwhg vwru| wr h{sodlq wkh gurs lq sulfh iru wkh dedqgrqhg upv*
frpshwlwruv1 Wkh rwkhu sureohp zlwk wklv k|srwkhvlv lv wkdw rqh zrxog h{shfw wkdw xsrq
dqqrxqfhphqw/ wkh ydoxh ri wkh uhwdlqhg upv zrxog ulvh vljqlfdqwo|1 Dowkrxjk wkh upv
uhwdlqhg e| Prujdq urvh e| 5198 shufhqw/ wklv ulvh zdv qrw vwdwlvwlfdoo| vljqlfdqw hlwkhu
khuh ru lq wkh furvv0vhfwlrqdo uhvxowv1
D vhfrqg k|srwkhvlv/ edvhg rq xqfhuwdlqw|/ zrxog dujxh dv iroorzv= dw vrph srlqw lq
wkh sdvw/ wkh pdunhw kdg uhdol}hg wkdw Prujdq zdv wr zlwkgudz iurp vrph frusrudwlrqv/
exw lw glg qrw nqrz iurp zklfk1 Ixuwkhupruh/ wkh upv zkhuh Prujdq zdv wr zlwkgudz
zrxog ghsuhfldwh ehfdxvh wkhuh zrxog qr orqjhu eh dq hhfwlyh prqlwru1 Wkh h{0dqwh
xqfhuwdlqw| derxw Prujdq*v ghflvlrq zrxog ghsuhvv hyhu| up*v vwrfn vrphzkdw1 Rqfh
wkh xqfhuwdlqw| zdv uhvroyhg/ wkh uhwdlqhg upv zrxog uhwxuq wr wkhlu lqlwldo sulfh zkloh
wkh dedqgrqhg upv zrxog gurs ixoo|1 Rqh frxog dovr dujxh wkdw Prujdq uhwdlqhg upv
58zrxog ehqhw iurp wkh dqqrxqfhphqw/ qrz wkdw wkh yh Prujdq sduwqhuv kdg wr vxshuylvh
66 udwkhu wkdq 96 upv1
Iljxuh 5= Fxpxodwlyh deqrupdo uhwxuqv iru wzr sruwirolrv ri Prujdq frqwuroohg upv
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Firms where J.P. Morgan & Co. did not retire (NR)
Firms where J.P. Morgan & Co. retired completely (TR)
Last trading day before
  announcement Dec 31, 1913
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Wkhvh uhvxowv vxjjhvw wkdw Prujdq*v erdug phpehuvkls glg dgg ydoxh/ dqg wkdw vrph
ri wklv ydoxh fdph iurp lqfuhdvhg frooxvlrq/ vlqfh frpshwlwruv* ri upv zhuh Prujdq
zlwkguhz ihoo rq wkh dqqrxqfhphqw1
e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Prujdq*v dqqrxqfhphqw fdq dovr eh vwxglhg furvv0vhfwlrqdoo|1 Hyhqw vwxglhv qrupdoo|
dqdo|}h lqflghqwv vxfk dv vwrfn vsolwv wkdw rffxu dw glhuhqw fdohqgdu gdwhv> doo revhuydwlrqv
duh wkhq fhqwhuhg durxqg wkh dqqrxqfhphqw wlph1 Zh duh iruwxqdwh wkdw fdohqgdu dqg
59hyhqw wlph frlqflgh iru Prujdq*v dqqrxqfhphqw/ dqg vkrxog h{sorlw wklv1 Dqrwkhu uhdvrq
zk| d furvv0vhfwlrqdo vwxg| lv lpsruwdqw lv wkh pdvvlyhqhvv ri wkh dqqrxqfhphqw/ zklfk
dhfwhg 76 upv lq frpsoh{ zd|v1 Iru h{dpsoh/ Jhqhudo Hohfwulf zdv d up uhwdlqhg
e| Prujdq/ vr lwv sulfh zdv h{shfwhg wr ulvh xsrq dqqrxqfhphqw1 JH zdv dovr wkh rqh
frpshwlwru iru Zhvwlqjkrxvh/ d up Prujdq dedqgrqhg> iurp wklv shuvshfwlyh/ JH*v vwrfn
sulfh zdv h{shfwhg wr idoo1 Wr glvhqwdqjoh wkhvh hhfwv lw lv ehwwhu wr xvh d pxowlyduldwh
uhjuhvvlrq1 Rxu phwkrgrorj| lv dv iroorzv= vxssrvh wkdw wkh fxpxodwlyh deqrupdo uhwxuqv
duh d ixqfwlrq ri glhuhqw up dwwulexwhv/ vr wkdw
FDUl @3[l . l  l  Q+3>5
l, l @4 >5 >===>;8 +6,
zkhuh FDUl lv wkh up*v fxpxodwlyh deqrupdo uhwxuq iurp Rfwrehu 4/ 4<46 wr Mdqxdu| :/
4<47/ dqg [l lv d yhfwru ri gxpplhv wkdw fdswxuhv frusrudwh dwwulexwhv1 Wkh dwwulexwhv duh
zkhwkhu d up zdv dedqgrqhg e| Prujdq frpsohwho| +WU,/ ru d frpshwlwru ri wkhvh upv
+FWU,> zkhwkhu wkh frpsdq| zdv dedqgrqhg sduwldoo| e| Prujdq +SU,/ ru d frpshwlwru
ri vxfk d up +FSU,> dqg zkhwkhu wkh frpsdq| zdv uhwdlqhg e| Prujdq +QU,/ ru d
frpshwlwru ri wkhvh frusrudwlrqv +FQU,1 Ilqdoo|/ L lqfoxghg d udlourdg gxpp| wr frqwuro
iru wkh LFF*v lpshqglqj uhjxodwru| fudfngrzq rq udlourdg udwhv gxulqj wklv shulrg1
D Sdun0Johmvhu whvw lqglfdwhv wkdw huuruv lq htxdwlrq +6, duh khwhurvnhgdvwlf/ dqg wkdw
wkhlu yduldqfh lv sursruwlrqdo wr wkh yduldqfh hvwlpdwhg iru wkh pdunhw prgho lq htxdwlrq
+4,7<1W k x v 5
l@5
l zkhuh 5
l dqg 5
l duh ghqhg lq htxdwlrqv +4, dqg +6, uhvshfwlyho|>
wklv doorzv iru d zhljkwhg ohdvw vtxduhv uhjuhvvlrq1
Dv d urexvwqhvv fkhfn/ L udq htxdwlrq +6, xvlqj wkh pdunhw dgmxvwhg uhwxuqv +PDUl,d v
wkh ghshqghqw yduldeoh1 Wkh PDUl vxevwudfwv wkh pdunhw uhwxuq iurp wkh lqglylgxdo vwrfn
uhwxuq> wkh lpsolflw dvvxpswlrq lv wkdw l @3d q g l@ 4 lq htxdwlrq +4,1 Wklv dowhuqdwlyh
phwkrg frqwurov wkdw wkh qglqjv duh qrw gulyhq e| d pdunhw prgho plvvshflfdwlrq1
ebtii ￿￿?_)U! : +￿M￿?ui*_ E￿bH￿￿c￿Df￿￿D2￿
5:Wdeoh 7 suhvhqwv wkh uhvxowv1 Wkh uvw wzr froxpqv uhjuhvv wkh deqrupdo uhwxuq djdlqvw
glhuhqw frusrudwh dwwulexwhv> wkh glhuhqfh ehwzhhq froxpq rqh dqg wzr lv wkdw wkh uvw
xvhv d zhljkwhg ohdvw vtxduhv hvwlpdwlrq/ zkloh wkh vhfrqg xvhv ruglqdu| ohdvw vtxduhv
zlwk khwhurvnhgdvwlf frqvlvwhqw huuruv1 Wkh odvw wzr froxpqv uhjuhvv wkh pdunhw dgmxvwhg
uhwxuq djdlqvw glhuhqw frusrudwh dwwulexwhv1 Lw vhhpv wkdw wkh uhvxowv duh idluo| urexvw/
vlqfh wkh glhuhqw whfkqltxhv |lhoghg vlplodu hvwlpdwhv1 Ixuwkhu/ wkh furvv0vhfwlrqdo uhvxowv
duh yhu| forvh wr wkh wlph vhulhv qxpehuv vkrzq lq wdeoh 61
Wdeoh 7= Wkh Furvv0Vhfwlrqdo Lpsdfw ri Prujdq Sduwqhuv Uhwluhphqw
Vwduwlqj Gdwh +w04, Rfw 4 4<46 Rfw 4 4<46 Rfw 4 4<46 Rfw 4 4<46
Hqglqj Gdwh +w, Mdq : 4<47 Mdq : 4<47 Mdq : 4<47 Mdq : 4<47
Surfhgxuh ZOV ROV ZOV ROV
Ghshqghqw Yduldeoh FDUl FDUl PDUl PDUl
Qr1 Revhuydwlrqv ;8 ;8 ;8 ;8
Dgmxvwhg U5 3155855 313;6:4 315:945 31488;4
Yduldeoh frhflhqw frhflhqw frhflhqw frhflhqw
+w0vwdw, +w0vwdw, +w0vwdw, +w0vwdw,
Frqvwdqw 31<7643 71773<9 4174<47 615;53:
+4145;65, +51<89<;, +41<9;59, +51:4<99,
Wrwdo Uhwluhphqw 0 WU 0:143844 0:1<944< 0:136<58 091:9696
+06184656, +071;4;;;, +071367<<, +0718649<,
Frpshwlwruv ri WU upv 06194576 08153::7 061778:4 0715<<57
+051:6769, +0613<96;, +06135687, +06157593,
Sduwldo Uhwluhphqw 0 SU 6149874 031536;; 5138;56 03133<9:
+414:;;7, +0313:496, +31;;;8<, +0313364:,
Frpshwlwruv ri SU upv 0315<6<< 05143<75 3184;98 071987<6
+03143665, +0318::97, +315445<, +041:6664,
Qr Uhwluhphqw 0 QU 61;3:85 613:689 6158<83 6186433
+41;975;, +4184<34, +41;8346, +41;846:,
Frpshwlwruv ri QU upv 516:747 4147799 51<84;5 7139;37
+418999;, +318:544, +5158;44, +5133659,
Udlourdgv 041848:3 07158337 0519<643 09193685
+041388<3, +041<;;4;, +0514:7<5, +06144769,
Wkh w0vwdwlvwlfv iru ROV surfhgxuhv xvh khwhurvfkhgdvwlf frqvlvwhqw vwdqgdug huuruv
Wkh furvv0vhfwlrqdo uhjuhvvlrqv lqglfdwh wkdw wkh upv Prujdq dedqgrqhg ihoo e| derxw
: shufhqw/ dv rssrvhg wr 9158 shufhqw lq wkh wlph vhulhv dqdo|vlv1 Wkh gurs ri Prujdq*v
frpshwlwruv zdv vwhhshu wkdq lq wkh wlph vhulhv vwxg|/ vlqfh lw udqjhg iurp 6177 wr 815
shufhqw1 Li rqh dvvxphv wkdw wkh fduwhol}dwlrq hhfw lv v|pphwulf iru Prujdq upv dqg
wkhlu frpshwlwruv/ wkhq h{wud frooxvlrq uhsuhvhqwv ehwzhhq 7< dqg 98 shufhqw ri wkh ydoxh
5;dgghg e| wklv up1 Dv ehiruh/ wkh upv uhwdlqhg e| Prujdq urvh lq ydoxh/ exw wklv zdv
qrw vwdwlvwlfdoo| vljqlfdqw dw wkh frqyhqwlrqdo ohyhov1
Dowkrxjk vwdwlvwlfdoo| vljqlfdqw/ wkh lpsdfw ri d Prujdq zlwkgudzdo lv qrw kxjh1
P| uhvxowv duh lq olqh zlwk GhOrqj*v orzhvw fdofxodwlrqv/ exw wkh| duh d idu fu| iurp klv
kljkhvw hvwlpdwh iru d Prujdq suhplxp ri 63 shufhqw1 D Prujdq uhwluhphqw iurp doo
erdugv zrxog ghsuhvv wkh Rfw 4/ 4<43 vwrfn pdunhw e| '49: ploolrq +513; shufhqw,/ dqg
wkh ydoxh ri doo lwv frpshwlwruv e| d ixuwkhu '4:5 ploolrq grooduv +5147 shufhqw,1 Lq vslwh ri
wkh hpslulfdo uhvxowv/ lw lv yhu| glfxow wr glvfhuq zkhwkhu qdqfldo fdslwdolvp zdv vrfldoo|
ehqhfldo ru qrw1 Rq wkh rqh kdqg/ edqn frqwuro zrxog fuhdwh pdunhw srzhu/ zlwk doo lwv
dwwhqgdqw glvwruwlrqv831 Rq wkh rwkhu kdqg/ holplqdwlqj edqn frqwuro zrxog ohdg wr pruh
djhqf| frvwv ehwzhhq pdqdjhuv dqg vkduhkroghuv1 Wklv sureohp kdv |hw wr eh vhwwohg1
Dq djjuhvvlyh uhdglqj ri wdeoh 7/ froxpq 4/ zrxog vd| wkdw li wkh odujhvw Dphulfdq
edqnv kdg dedqgrqhg doo wkh qrq qdqfldo frusrudwlrqv zkhuh wkh| zhuh gluhfwruv/ wkh
pdunhw zrxog kdyh orvw derxw 519 shufhqw ri 4<45*v JQS +l1h1/ wklv lv odujhu wkdq wkh 4<;5
uhfhvvlrq,1
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Ilqdqfldo fdslwdolvp zdv grrphg dv vrrq dv Dphulfdqv lghqwlhg lw zlwk prqrsro|1 Rxu
qglqjv/ dqg wkh txrwhv iurp ohdglqj edqnhuv kdyh vkrzq wkdw wkhvh dqwlwuxvw ihduv zhuh
sduwo| mxvwlhg> pruhryhu/ wkhvh vxvslflrqv prelol}hg d srzhuixo frdolwlrq ri vpdoo exvl0
qhvvphq/ wrzqvklsv/ dqg iduphuv1 Suhylrxv dqwl0wuxvw ohjlvodwlrq/ vxfk dv wkh Vkhupdq
Dfw/ zdv hqdfwhg dw wkh wlph udlourdgv zhuh ehfrplqj odujh1 Vpdoo exvlqhvvphq dqg
glvwdqw orfdolwlhv frpelqhg djdlqvw udlourdgv ehfdxvh wkhvh fkdujhg orzhu udwhv wr odujh
fxvwrphuv ru lpsruwdqw flw| urxwhv1 Vpdoo phufkdqwv dqg wrzqvklsv oreelhg iru wkh Vkhu0
pdq Dqwlwuxvw Dfw/ zklfk sdvvhg lq 4;<3 zlwk ryhuzkhoplqj Frqjuhvvlrqdo vxssruw +wkh
Vhqdwh dqg Krxvh yrwhv zhuh 8504 dqg 57503 uhvshfwlyho|,1 Fkdqgohu h{sodlqv wkh prrg
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5<dw wkh wlph ri wkh Sxmr khdulqjv=
Pxfk wkh vdph w|sh ri exvlqhvvphq 0 wkh roghu jhqhudo phufkdqwv dqg
wkh qhzhu vshfldol}hg zkrohvdohuv 0 surylghg vlplodu suhvvxuhv wkdw ohg wr wkh
hqirufhphqw ri wkh Vkhupdq Dfw lq wkh hduo| |hduv ri wkh 53wk fhqwxu| dqg
wkh sdvvdjh ri wkh Fod|wrq dqg Ihghudo Wudgh Frpplvvlrq Dfwv lq 4<471 Hyhq
pruh wkdq vpdoo pdqxidfwxuhuv/ wkhvh plggohphq ihow wkhpvhoyhv wkuhdwhqhg
e| wkh ulvh ri odujh0vfdoh lqgxvwuldo hqwhusulvh lq wkh 4;;3v dqg 4;<3v1 Wklv zdv
ehfdxvh pdqxidfwxulqj upv juhz odujh e| lqwhjudwlqj iruzdug lq pdunhwlqj/
edfnzdugv lqwr sxufkdvlqj/ dqg e| rewdlqlqj wkhlu rzq udz pdwhuldov111 Dw
wkh vdph wlph/ wkhvh vdph plggohphq zhuh uhholqj iurp wkh lpsdfw ri wkh qhz
jldqw uhwdlohuv111 Lq 4<45 0 rqh ri wkrvh uduh qdwlrqdo hohfwlrqv lq zklfk wkhuh
zhuh irxu udwkhu wkdq wzr pdmru fdqglgdwhv 0 doo irxu surplvhg lq vrphzkdw
glhuhqw zd|v wr uhjxodwh dqg frqwuro exvlqhvv1 Pruhryhu/ e| exvlqhvv doo irxu
phdqw elj exvlqhvv rshudwhg wkurxjk pdqdjhuldo klhudufklhv dqg qrw vpdoo
shuvrqdo hqwhusulvh841
Wkh Fod|wrq Dfw zdv phdqw wr frxqwhudfw elj exvlqhvv dqg qdqflhuv> wkh edqnhuv zhuh
wkrxjkw wr eh wkh joxh iru wkh cfrppxqlwlhv ri lqwhuhvw* wkdw sxeolf rslqlrq vr glvolnhg1
Zruog Zdu L surgxfhg d whpsrudu| wuxfh ehwzhhq edqnv/ elj exvlqhvv/ dqg wkh jryhuq0
phqw1 Dw wkh ehjlqqlqj ri wkh Zdu/ lqyhvwphqw edqnv khoshg wkh Doolhv udlvh ixqgv lq
Dphulfd dqg ehfdph wkh sxufkdvhuv iru wkh Doolhv* ylfwxdov1 E| wkh wlph wkh X1V1 hqwhuhg
wkh zdu/ lqyhvwphqw edqnv zhuh lqvwuxphqwdo lq udlvlqj ixqgv iru wkh jryhuqphqw1 Mrkq
Prrg| dujxhv wkdw wkh edqnhuv* zdu uroh lpsuryhg wkhlu sxeolf lpdjh gudpdwlfdoo|851
Wklv vkliw lq sxeolf rslqlrq dqg wkh srvwzdu errp vwdoohg csurjuhvvlyh* uhirupv prphq0
wdulo|/ dqg doorzhg Prujdq wr uhwxuq wr wkh erdug ri vrph frpsdqlhv kh kdg suhylrxvo|
dedqgrqhg1 Dqrwkhu idfwru wkdw khoshg lqyhvwphqw edqnhuv zdv wkh fuhdwlrq ri wkh Lq0
yhvwphqw Edqnhuv* Dvvrfldwlrq ri Dphulfd lq 4<45= wklv rujdql}dwlrq oreelhg rq edqnhuv*
ehkdoi/ srolfhg lwv phpehuv wr vxvwdlq kljk exvlqhvv vwdqgdugv/ dqg exuqlvkhg wkh lqyhvw0
phqw edqnhuv* sxeolf lpdjh1 \hw/ hyhq lq wklv sur0exvlqhvv hqylurqphqw/ wkhuh zdv qr
pryh wr derolvk wkh Fod|wrq ru wkh Ihghudo Wudgh Frpplvvlrq Dfw> wkh Fod|wrq Dfw kdg
d sduwlfxodu hhfw lq wkdw lw vwrsshg edqn uhsuhvhqwdwlrq lq upv wkdw frpshwhg gluhfwo|
zlwk hdfk rwkhu1
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63Wkh whpsrudu| wuxfh ehwzhhq edqnhuv dqg wkh jryhuqphqw fdph wr dq hqg zlwk wkh
4<5< pdunhw fudvk1 Wkh Jud|0Shfrud Khdulqjv lq 4<6504<67 eurxjkw wr oljkw pdq| plv0
ghhgv ri frpphufldo edqnhuv dqg ohg wr wkh hqdfwphqw ri ohjlvodwlrq wkdw zrxog ixuwkhu
uhgxfh wkh srzhu ri edqnhuv1 Uhiruphuv zhuh hvshfldoo| zruulhg derxw srvvleoh frqlfwv
ri lqwhuhvw wkdw d edqnhu0gluhfwru pd| kdyh/ dqg rq wkh idwh ri plqrulw| vkduhkroghuv wkdw
zhuh frz0wrzhg e| edqnhuv dqg wkhlu yrwlqj wuxvwv1 Wzr uhirupv/ wkh Vhfxulwlhv Dfw dqg
wkh Jodvv Vwhdjdoo Edqnlqj Dfw zhuh sdvvhg lq 4<66/ d |hdu ehiruh wkh khdulqjv kdg forvhg1
Dqrwkhu/ wkh Vhfxulwlhv H{fkdqjh Dfw/ zdv vljqhg lqwr odz rq Mxqh 9/ 4<67
Wkh Vhfxulwlhv Dfw uhtxluhg h{whqvlyh glvforvxuh ri d vhfxulw| xsrq rhulqj dqg ri d
frrolqj r shulrg iru vhfxulw| lvvxhv> wklv ohjlvodwlrq glg qrw revwuxfw qdqfldo fdslwdolvp
pxfk1 Wkh Jodvv Vwhdjdoo Dfw +Edqnlqj Dfw ri 4<66, kdg d pxfk pruh surirxqg lpsdfw
rq edqn frqwuro= lw uhtxluhg wkdw vhfxulw| doldwhv eh vhsdudwh iurp lqyhvwphqw edqnv
dqg frpshoohg sulydwh edqnv wr ehfrph lqyhvwphqw ru frpphufldo edqnv1 Iurp d jryhu0
qdqfh shuvshfwlyh/ wkh lpsruwdqfh ri Jodvv Vwhdjdoo zdv wkdw lw qr orqjhu doorzhg sulydwh
edqnhuv wr h{lvw1 Sulydwh edqnhuv kdg ehhq dprqj wkh prvw dfwlyh gluhfwruv lq lqgxvwuldo
frusrudwlrqv/ dqg kdg wkh uljkw lqfhqwlyhv wr gr vr/ vlqfh wkh| rzqhg vrph vwrfn ri wkrvh
lqgxvwuldo upv1 Rqfh wkh| ehfdph frpphufldo edqnv/ wkhlu vwrfn kroglqjv zhuh vhyhuho|
uhvwulfwhg861 Rq wkh rwkhu kdqg/ li wkh sulydwh edqnv ehfdph lqyhvwphqw edqnhuv/ wkhlu
ohyhudjh zrxog eh pxfk uhgxfhg e| qrw ehlqj doorzhg wr wdnh ghsrvlwv1
Lq 4<6; Frqjuhvv sdvvhg wkh Fkdqgohu Dfw1 Wklv odz uhvwudlqhg lqyhvwphqw edqnv
iurp uhrujdql}lqj sxeolfo| wudghg frusrudwlrqv> wkhvh uhrujdql}dwlrqv zhuh qrz wr eh
lpsohphqwhg e| glvlqwhuhvwhg wuxvwhhv1 Wkh lpsdfw ri wklv uhirup lv wkdw edqnhuv zrxog
qr orqjhu eh deoh wr wdnh frqwuro ri upv wkurxjk uhrujdql}dwlrqv/ d yhu| frpprq urxwh iru
edqn frqwuro dv vkrzq lq vhfwlrq 615871 Wkh Wuxvw Lqghqwxuh Dfw lq 4<6< irufhg frpsdqlhv
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64zlwk sxeolfo| wudghg vhfxulwlhv wr lvvxh d wuxvw lqghqwxuh> ixuwkhupruh/ lw suhyhqwhg wkh
lvvxhu ru lwv lqyhvwphqw edqnhuv irup ehlqj wuxvwhhv1 Wklv ohjlvodwlrq pdgh lw pruh glfxow
iru lqyhvwphqw edqnv wr uhrujdql}h frpsdqlhv/ surgxflqj d vlplodu lpsdfw dv wkh Fkdqgohu
Dfw1
E| 4<6< wklv Qhz Ghdo Ohjlvodwlrq kdg pdgh edqnhu frqwuro xvhohvv/ dv GhOrqj dqg
Udpluh} +4<<8, kdyh vkrzq> wklv ohjlvodwlrq ohg wr wkh frpsohwh glyrufhphqw ri rzqhuvkls
dqg frqwuro dprqj wkh odujhvw lqgxvwuldo frusrudwlrqv lq Dphulfd1 Lw lv lpsruwdqw wr qrwh
wkdw wklv ohjlvodwlrq kdg lwv wkhruhwlfdo xqghuslqqlqjv iurp Eudqghlv* zrun dqg wkdw lw
wudfhg lwv lghrorj| gluhfwo| wr wkh Sxmr khdulqjv188
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Lq wklv duwlfoh L kdyh vkrzq wkdw e| 4<43 Dphulfdq frusrudwh jryhuqdqfh zdv ghyhorslqj
dorqj wkh olqhv ri wkh Jhupdq v|vwhp1 Wklv w|sh ri frusrudwh jryhuqdqfh zdv fkdudfwhul}hg
e| edqnv xvlqj sur{| yrwhv wr h{huflvh frqwuro ryhu pdqdjhuv1 Edqnv glg qrw h{huflvh
frqwuro e| plfur0pdqdjlqj upv/ exw udwkhu e| ryhuvhhlqj qdqfldo pdwwhuv +glylghqgv/
fdslwdo vwuxfwxuh dqg lqyhvwphqw, dqg dssrlqwlqj wrs pdqdjhuv1 Dowkrxjk wklv v|vwhp
kdg dzv/ lw lv xqolnho| wkdw lw zrxog kdyh ehhq yroxqwdulo| dedqgrqhg1
Ilqdqfldo fdslwdolvp lq wkh Xqlwhg Vwdwhv zdv d ylfwlp ri lwv rzq vxffhvv1 E| wkh 4<43v/
edqnv kdg d srzhu wkdw qr rqh hovh lq wkh Xqlwhg Vwdwhv hyhu kdg1 Wklv dqlprvlw| dovr durvh
iurp d udwlrqdo vxvslflrq wkdw edqnv fuhdwhg vkduhkroghu ydoxh e| fduwhol}lqj wkh upv
wkh| frqwuroohg1 Wklv vsdunhg d uhdfwlrq wkdw frpsohwho| vhsdudwhg qdqfldo lqvwlwxwlrqv
iurp frusrudwh erdugv1 Wklv sdshu kdv vkrzq wkdw dowkrxjk wkhuh lv dq hohphqw ri wuxwk
lq wkh ihdu ri edqn ohg fduwhov/ qdqfldo lqwhuphgldulhv glg fuhdwh erqd0gh ydoxh wkurxjk
wkhlu hhfwlyh prqlwrulqj uroh1
Dq lqwhuhvwlqj txhvwlrq lv zkhwkhu lw frxog kdyh ehhq srvvleoh wr holplqdwh wkh hylov ri
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65edqn frqwuro 0 fduwhol}dwlrq dqg frqfhqwudwlrq ri qdqfldo srzhu 0 zlwkrxw jlylqj xs wkh
ehqhwv1
S +iuihi?Uit
Ehuoh/ D> Phdqv/ J1/ +4<65,/ Wkh Prghuq Frusrudwlrq dqg Sulydwh Surshuw|/ Wudqvdfwlrq
Sxeolvkhuv/ Qhz Euxqvzlfn1
Elwwolqjpd|hu/ J1/ +4<<9,/ _Wkh Uhjxodwlrq ri Frusrudwh Frqwuro= Ruljlqv dqg Hi0
ihfwv/% Plphr/ Xqlyhuvlw| ri Fdoliruqld/ Gdylv1
Eudqghlv/ O1/ +4<47,/ Rwkhu Shrsoh*v Prqh| dqg Krz Edqnhuv Xvh lw/ Mdfnhw Oleudu|/
Qhz \run
Eurzq/ V1> Zduqhu/ M1/ +4<;3,/ _Phdvxulqj vhfxulw| sulfh shuirupdqfh/% Mrxuqdo ri
Ilqdqfldo Hfrqrplfv/ ;/ 538058;1
Fdurvvr/ Y1 +4<:3,/ Lqyhvwphqw Edqnlqj lq Dphulfd/ Kduydug Xqlyhuvlw| Suhvv/ Fdp0
eulgjh PD1
Fdurvvr/ Y1/ +4<;:,/ Wkh Prujdqv= Sulydwh Lqyhvwphqw Edqnhuv 4;8704<47/ Kduydug
Xqlyhuvlw| Suhvv/ Fdpeulgjh PD1
Fkdqgohu/ D1/ +4<87,/ _Sdwwhuqv ri Udlourdg Ilqdqfh 4;6304;83/% Exvlqhvv Klvwru|
Uhylhz/ 5 +Idoo,/ 57;05961
Fkdqgohu/ D1/ +4<::,/ Wkh Ylvleoh Kdqg= Wkh Pdqdjhuldo Uhyroxwlrq lq Dphulfdq
Exvlqhvv/ Kduydug Xqlyhuvlw| Suhvv/ Fdpeulgjh1
Fkdqgohu/ D1 +4<;3,/ _Jryhuqphqw Yhuvxv Exvlqhvv= Dq Dphulfdq Skhqrphqrq/% lq
Gxqors/ M1 +Hg1, Exvlqhvv dqg Sxeolf Srolf|/ Kduydug Xqlyhuvlw| Judgxdwh Vfkrro ri
Exvlqhvv Dgplqlvwudwlrq/ Ervwrq/ 40441
Fkdqgohu/ D1/ +4<;7,/ _Wkh Hphujhqfh ri Pdqdjhuldo Fdslwdolvp/% Exvlqhvv Klvwru|
Uhylhz/ 8; +Zlqwhu,/ 7:608361
Fkdqgohu/ D1 +4<<3,/ Vfdoh dqg Vfrsh= Wkh G|qdplfv ri Lqgxvwuldo Fdslwdolvp/ Kdu0
66ydug Xqlyhuvlw| Suhvv/ Fdpeulgjh PD1
Fkhuqrz/ U1/ +4<<3,/ Wkh Krxvh ri Prujdq= Dq Dphulfdq Edqnlqj G|qdvw| dqg wkh
Ulvh ri Prghuq Ilqdqfh1 D Wrxfkvwrqh Errn/ 4vw Hglwlrq1 Qhz \run1
Frpphufldo dqg Ilqdqfldo Fkurqlfoh/ ydulrxv 4<4604<47 lvvxhv
GhOrqj/ E1/ +4<<4,/ _Glg Prujdq*v Phq Dgg YdoxhB/% lq Whplq/ S1 +Hg1,/ Lqvlgh
Exvlqhvv Hqwhusulvh= Klvwrulfdo Shuvshfwlyhv rq wkh Xvh ri Lqirupdwlrq/ Xqlyhuvlw| ri
Fklfdjr Suhvv/ Fklfdjr1
GhOrqj/ E1/ Udpluh}/ F1/ +4<<8, _Edqnhu Lqxhqfh dqg Exvlqhvv Shuirupdqfh= Dv0
vhvvlqj wkh Lpsdfw ri Ghsuhvvlrq0Hud Ilqdqfldo Pdunhw Uhirupv/% lq Erugr/ P1> V|ood/ U1
+Hgv1, Dqjor0Dphulfdq Ilqdqfldo V|vwhpv/ Luzlq Sxeolvkhuv/ Qhz \run1
Grxjodv/ Z1/ +4<73,/ Ghprfudf| dqg Ilqdqfh/ \doh Xqlyhuvlw| Suhvv/ Qhz Kdyhq1
Idpd/ H1/ +4<:9,/ Irxqgdwlrqv ri Ilqdqfh/ Edvlf Errnv/ Qhz \run1
Idpd/ H1> Ilvkhu/ O1> Mhqvhq/ P1> Uroo/ U1/ +4<9<,/ _Wkh Dgmxvwphqw ri Vwrfn Sulfhv
wr Qhz Lqirupdwlrq/% Lqwhuqdwlrqdo Hfrqrplf Uhylhz/ 43 +Ihe1,/ 40541
Kdqh|/ O1/ +4<57,/ Wkh Exvlqhvv ri Udlozd| Wudqvsruwdwlrq= Wudf0Udwhv0Uhjxodwlrq/
wkh Urqdog Suhvv Fr1/ Qhz \run1
Kropvwurp/ E1/ +4<;5,/ _Pdqdjhuldo Lqfhqwlyh Sureohpv= D g|qdplf Shuvshfwlyh/%
lq Hvvd|v lq Hfrqrplfv dqg Pdqdjhphqw lq Krqru ri Oduv Zdkoehfn/ Khovlqnl/ Vzhglvk
Vfkrro ri Hfrqrplfv
Kropvwurp/ E1> Wluroh/ M1/ +4<<7,/ _Ilqdqfldo Lqwhuphgldwlrq/ Ordqdeoh Ixqgv dqg wkh
Uhdo Vhfwru/% Plphr PLW1
Mhqvhq/ P1/ +4<;<,/ _Wkh Hfolsvh ri wkh Sxeolf Frusrudwlrq/% Kduydug Exvlqhvv Uh0
ylhz/ +Vhsw10Rfw1,/ 940:71
Prrg|/ M1/ +4<4<,/ Wkh Pdvwhuv ri Fdslwdo= D Fkurqlfoh ri Zdoo Vwuhhw/ \doh Xqlyhuvlw|
Suhvv/ Qhz Kdyhq1
Qhz \run Wlphv/ ydulrxv 4<4504<47 lvvxhv
67Slhufh/ S1 +Hg1,/ +4<<9,/ Wkh Grz Mrqhv Dyhudjhv 4;;804<<8/ Luzlq Surihvvlrqdo Sxe0
olvklqj1
Slqg|fn/ U1> Uxelqihog/ G1/ +4<;4,/ Hfrqrphwulf Prghov dqg Hfrqrplf Iruhfdvwv/5 q g
hglwlrq/ PfJudz0Kloo sxeolvkhuv1
Uhgolfk/ I1/ +4<84,/ Wkh Proglqj ri Dphulfdq edqnlqj= Phq dqg Lghdv +5 yrov/1 Qhz
\run/ 4<7:/4<84,1
Urh/ P1/ +4<<3,/ _Srolwlfdo dqg Ohjdo Uhvwudlqwv rq rzqhuvkls dqg frqwuro ri sxeolf
frpsdqlhv/% Mrxuqdo ri Ilqdqfldo Hfrqrplfv/ 5:/ :0741
Urh/ P1/ +4<<7,/ Zhdn Rzqhuv/ Vwurqj Pdqdjhuv1 Sulqfhwrq Xqlyhuvlw| Suhvv/ Sulqfh0
wrq1
Vkohlihu D1/ Ylvkq| U1/ +4<;9,/ _Odujh Vkduhkroghuv dqg Frusrudwh Frqwuro/% Mrxuqdo
ri Srolwlfdo Hfrqrp|/ <7/ 79407;;1
Wluroh/ M1/ +4<;;,/ Wkh Wkhru| ri Lqgxvwuldo Rujdql}dwlrq/ PLW Suhvv/ Fdpeulgjh PD1
X1V1 Fhqvxv/ +4<:8,/ Klvwrulfdo Vwdwlvwlfv ri wkh Xqlwhg Vwdwhv Frorqldo Wlphv wr 4<:3/
+5 yrov1/ Zdvklqjwrq GF,1
X1V1 Krxvh/ 95qg Frqj1/ 5qg Vhvv/ _Uhsruw ri wkh Frpplwwhh dssrlqwhg sxuvxdqw wr
Krxvh Uhvroxwlrqv 75< dqg 837 wr Lqyhvwljdwh wkh Frqfhqwudwlrq ri Frqwuro ri Prqh| dqg
Fuhglw/% Zdvklqjwrq/ Iheuxdu| 5;/ 4<461
X1V1 Vhqdwh/ Krxvh Frpplwwhh rq Edqnlqj dqg Fxuuhqf|/ :5qg dqg :6ug Frqjuhvv/
Vwrfn H{fkdqjh Sudfwlfhv= Khdulqjv 111/ 53swv/ Zdvklqjwrq/ 4<6604<671
Zdoo Vwuhhw Mrxuqdo/ ydulrxv 4<4604<47 lvvxhv
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Wkh iroorzlqj htxdwlrqv ghulyh wkh yduldqfh dqg wkh vwdqgdug huuruv ri wkh fxpxodwlyh
deqrupdo uhwxuqv/ dv vshflhg e| wkh pdunhw prgho +vhh Idpd 4<:9,1
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Wkh odvw htxdwlrq vkrzv wkh yduldqfh ri wkh iruhfdvw huuruv/ zklfk wdnhv lqwr dffrxqw
wkh hvwlpdwlrq huuruv ri e l dqg e l1
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